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A Banker’s Diary 


Mid-October—Mid-November 


MonNrEY has remained very easy during the period uw 
review, and there has been no change in rates. In spit 
a steady expansion in_ tender neues 
aaa [re ‘asury bills from £573 millions in Sept 
A Money ber to £612 millions at the middle of 
Market ; : 
November, the average tender rate has been 
no better than just over 5 per cent., while 
the ruling market rates for bills have been $ per cent. fo1 
lreasury bills and 13 to ,%, for three months’ bank bills 
Che note circulation has remained very steady at about 
(484 millions, for the Christmas expansion was only due 
to begin at the end of November. Public deposits, on the 
other hand, were unusually high having been in the 
neighbourhood of £30 millions during most of the period 
under review. The result was that bankers’ deposits, 
which during September and early October were over £100 
millions have lately been £90 millions or even less. This 
shrinkage in the amount of cash available, however, had 
little effect upon the market apart from occasioning a 
steady afternoon demand tor loans. The basic fact 
remains that even with bankers’ deposits as low as £85 or 
(go millions the market was. still amply supplied with 
funds. 





PHI Government have decided to increase the fiduciary 
note issue from £200 to £220 millions, for a period of two 
months from mid-November to mid- 

The January. This will cover the Christmas 
Fiduciary expansion in the note circulation which, on 
Note Issue the basis of last year’s experience, may well 
amount to £30 millions. An examination ol 

of recent Bank returns shows the need for this step, 
because otherwise the Bank’s Reserve might well have 
fallen by Christmas to the very low, and indeed imprai tic- 
able level of £16 millions. A te mporary increase in the 
fiduciary note issue, which still remains below the normal 


} 
I} 


level of £260 millions. was the obvious remedy—mu 
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better than transferring gold from the Exchange Equalisa- 
tion Account to the Bank, for this would have meant the 
diversion of part of the Exchange Accounts gold from its 
proper purpose. The authorities have in fact shown their 
readiness to make full use of their instrument of a flexible 
fiduciary note issue. 


DURING the past month holders of floating balances have 
indulged in yet another of their vagaries. In complete 
contrast to the gold scare of last summer, 
there developed at the end of October a 
sudden fear that the dollar was about to be 
devalued still further in order to give a fresh 
stimulus to business in the United States. 
Thus, so far from there being a fear that the dollar price of 
gold was about to be reduced, there developed a theory 
that it was about to be increased. The inevitable result of 
heory, which proved to have just as much or as 


Gold and 
the Dollar 


| 
this latest tl 
little accuracy as previous theories, was a flight out of 
dollars and into gold. In spite of large scale intervention 
by the various exchange controls, sterling rose from $4-95 
at the end of October to over $5 in early November, and 
towards the end of the month was still about $5:00. Mean- 
while there has been an expansion in the volume of gold 
dealings in the London bullion market, accompanied by 
the establishment of a premium over the American 
shipping price, which at one time rose as high as 17d. per 
ounce. this height was touched on November 8, and the 
premium has since receded to 133d. All these changes 
are indicative of the extent of the flight from dollars into 
gold. The authorities did the best they could both by 
supporting the dollar directly, and also by refusing to 
meet this new demand for gold except at the prohibitive 
price indicated by the large premium, but as has been the 
case so often before rumours and hot money between them 
proved for a short time almost uncontrollable. There is, 
however, one good result of this movement. The weak- 
ness of the dollar and the fear of what might happen in 
the United States has benefited the franc, and encouraged 
a further repatriation of French capital. As is proved by 
events commented upon below, France has in consequence 
been able to strengthen her resources of gold and foreign 
exchange. 
R 
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DuRING the period under review, the market was 
dominated by the fluctuations in the dollar, discussed in a 
previous note. From $4-95 in the middle of 
.__ October sterling rose to $5-02} at the height 
The Foreign 4f the new scare, and has since returned to 
Exchanges .. - 
$5:00. On new reassurances from Wash- 
ington and the development of a more 
reasonable atmosphere francs remained steady at Frs. 147, 
mainly because the French authorities took advantage of 
the growing strength of the franc to sell francs and buy 
cold and foreign exchange. The discount on forward 
francs, however, has greatly narrowed as the result of the 
greater feeling of confidence in France. Belgas were 
inclined to be weak, owing to the sustained political crisis 
in Belgium, and forward belgas are quoted at a discount. 
There were also shipments of gold from Belgium, part of 
which went to Switzerland. There was little change in 
either guilders or Swiss francs, for both currencies showed 
a tendency to leave the dollar and follow the pound. In 
fact one of the consequences of the recent weakness of the 
dollar has been to strengthen the pound in its position of 
the chief international currency. 


FOLLOWING the political coup d’état in Brazil it was 
announced that the services of the external debt would be 
suspended temporarily, and also that under 

English Article 145 of the new Constitution foreign- 
Banks in owned banks and insurance companies 
Brazil would be prohibited from operating in 
Brazil. This latter announcement naturally 

raises the position of the Bank of London and South 
America, the only British bank with branches in Brazil. It 
is, however, premature to assume that the prohibition will 
be carried into effect. The Constitution of 1934 contained 
a similar clause, providing for the nationalisation of 
foreign-owned banks and insurance companies, but as 
Lord Wardington, the Chairman of the Bank of London 
and South America, pointed out a year ago, no definite 
steps had been taken to implement that clause, apart 
from a draft measure for the creation of a Federal 
Insurance Institute. The constitutionality of even that 
measure was then under consideration by a Parliamentary 
Committee. Hence Article 145 of the new Constitution 
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may equally prove a dead-letter. Brazil is still dependent 
upon foreign capital and financial assistance, and the new 
Government would be wise to realise that fact. The 
prohibition of foreign banking and insurance and default 
on her foreign debt could only have the result of depriving 
her of future supplies of capital and credit from abroad. 


THE October returns of the eleven clearing banks show a 
reduction in cash from {237-6 to £233° 9g millions, thus 
reflecting the drop in bankers’ deposits 
October alluded to in a previous note. Discounts 
ae have risen from {280-6 to {296-1 millions, 
Returns this increase reflecting the month’s expan- 
sion in tender issues of Treasury bills, again 
referred to above. Call and short loans have only risen 
from {161-9 to £164-6 millions, so that the banks have 
obv iously been buying bills freely. Advances have 
increased from {973° 7 to £983°8 millions. This reflects 
the normal autumn improvements in trade, but next 
month when the French railway credit is repaid, there 
may be a drop. As cash was reduced, while all the 
above assets were increased, there was obviously no 
room for an expansion in investments, which in fact 
have dropped from {640-9 to £639-0 millions. Even so, 
deposits have risen from £2,286-8 to £2,312-4 millions, 
and the aggregate cash ratio of all the eleven banks has 
fallen from 10:4 to 1o-I per cent. 


THE October trade returns show further substantial 

increases in both imports and exports. Imports have 

risen from £87-8 millions in September to 

October {£96-1 millions in October. British exports 

Overseas at £47-2 millions were {2-9 millions higher 

Trade than in September and £5-4 millions higher 

than in October, 1936. Re-exports stood at 

£5:7 millions, compared with {5-2 2 millions in September, 

and £4:6 millions a year ago. The returns are summar- 
ised below :— 


Oct., 1936 Sept., 1937. ~=Oct., 1937 
£ mill. £ —- £ rail 
Imports we ae Sa 80-5 87-8 96-1 
Exports 7 i “3 41-8 44 3 47°2 
Re-exports .. =i ~ 4°6 5°2 5°7 
Total exports av - 40°4 49°5 52°9 
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For the year to October imports amounted to 
£837°9 millions, against £688-1 millions for the corres- 
ponding period of 1936. British exports totalled £432 
millions, against {361-8 millions a year ago, and re-ex ath 
stood at £65-0 millions, ¢ compared with £50: 3 millions last 
year. The adverse trade balance therefore 5 niall to 
£3 0-o millions, against {276-0 millions in 1936. 
The latest accounts of this bank, dated October g last, 
point to the growing prosperity both of Scottish com- 
merce and Scottish banking. her 
Royal Bank have risen over the past year from {22 
of Scotland to {26-4 millions, commercial bills die: 
counted from {2-1 to £2-3 millions, and 
acceptances, etc., from £3-°5 to £4:2 ‘millions. Thus in 
spite of an increase in de posits from {66-8 to £69-7 
millions, there have been slight reductions in the bank’s 
holdings of investments and Treasury bills. In other 
words, the bank is now able to find more normal and 
remunerative employment for a greater proportion of its 
resources. Net profits have risen from {£632,000 to 
£636,000, while last year’s dividend of 17 per cent is 
repeated. 


[IN a note published last month on the increase in the 
Midland Bank’s issued capital we stated that the last 
change in capital was made in Ig10. The 

Midland year quoted should, of course, have been 
Bank 1930. Since Igto there have been numerous 
Capital increases in the Midland Bank’s capital, 
arising not only out of new issues for cash 

but also out of amalgamations and the acquisition of the 
capital of affiliated banks. We gladly take the oppor- 
tunity of correcting this error, whose occurrence we 


regret. 


SEVERAL of the banks have already given a gr ange to the 
Southwark Cathedral Fabric Appeal Fund for 25,000 
which has just been issued. At pon r times 

Southwark a church was built at each gateway to the 
Cathedral City of London and naturally London 
Bridge was even more thronged in earlier 

days than it is now, being built over by shops and houses, 
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as well as carrying the roadway to the Continent. 
Southwark Cathedral is famous for its associations with 
the Elizabethan playwrights, many of them being buried 
in the church. Three Lord Mayors are buried there and 
the monuments include several with amusing epitaphs. 
When the late Governor of the Bank of England, Lord 
Cunliffe died, the memorial service was held in the 
Cathedral, and a further connection with banks is that of 
the Hoare Family, some of whom are buried there. A 
booklet about the Cathedral with some remarkable 
illustrations is available from the Secretary, The Chapter 
House, St. Thomas’ Street, S.E.1, at the price of 2s. 6d. 


Banking Law Reform 


R. R. A. WILSON’S Presidential Address to 
M the Institute of Bankers, delivered on Nov- 
ember 3, was a statement of unusual import- 
ance to the banking world. He did not follow the 
example of several of his recent predecessors, who 
discussed current economic problems, though he was 
careful to point out that the complexities of modern life 
made it necessary for the modern banker to have know- 
ledge of the theory of economics and foreign exchange. 
Instead Mr. Wilson took the opportunity of making an 
important and constructive pronouncement on the need 
for the codification and simplification of the present law 
of banking. In doing so, he performed as President 
one of the main functions of the Institute of Bankers. 
Those who have followed the reports on law cases 
which we publish in THE BANKER must have realised 
that the conduct of banking business is in several funda- 
mental aspects becoming gradually enmeshed in a net- 
work of case law. Such a position is satisfactory neither 
for banker nor customer—least of all to the banker, 
who is continually tightening up his own rules and 
regulations only to find them brought up as evidence 
against him in Court. When a position of this kind 
develops, there is only one possible remedy and that is 
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fresh legislation. This, however, raises two new diffi- 
culties. First of all the new Bill, which must be both 
long and complex, has to be drafted. Next, adequate 
Parliamentary time has to be found. Both these con- 
siderations mean that suitable machinery must be 
devised for consultation between the interests concerned 
and ultimately for drafting the Bill. A measure of this 
kind must be an agreed measure before it reaches 
Parliament, or else it is hardly likely to emerge from 
Committee in a satisfactory form. 

Mr. Wilson recognises these difficulties and propounds 
a simple and practicable solution. ‘I recognise,’’ he 
says, “‘ that it is impossible, in the present “congested 
state of Parliamentary business, to expect remedial 
legislation, particularly legislation designed solely for 
the benefit of a particular class of the commercial com- 
munity, but I sometimes wonder whether those in 
authority have considered the possibility of amending 
the system in such a way as to facilitate the promotion 
of non-controversial amendments and codification, with 
a view to simplification of the existing law. The 
Committee appointed by the Lord Chancellor for law 
revision, whose recommendations have been promptly 
carried into effect and passed into law, has received wide 
approval, and I should like to make the suggestion that 
its scope, which is at present limited to considering legal 
maxims and doctrines, might be extended.’ 

Mr. Wilson then proceeded to discuss some of the 
points on which new legislation is needed. First, there 
are the relations between bankers and municipal autho- 
rities. The Local Government Act, 1933, cleared away 
a number of difficulties from the banks’ point of view, 
but it left untouched the — of a personal treasurer, 
interposed between the bank and the authority. Mr. 
Wilson rightly argues that there should be established 
between the local authority and the bank the normal 
direct relation of banker and customer, without the 
intermediary of the Treasurer. He also says that a local 
authority should be guided by a set of regulations, 
analogous to the articles of association of a limited 
company, to govern the conduct of its business including 
the borrowing of money. 

Mr. Wilson next called attention to the risks arising 
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out of the interpretation of the present law of bank- 
ruptcy. For example, Section 44 of the 1914 Bankruptcy 
Act enables a trustee in bankruptcy, at any time within 
six years of the commencement of the bankruptcy, to 
recover from a bank moneys paid by the debtor into his 
account within three months of the bankruptcy, if the 
dominant intention of the debtor was to prefer either 
the bank or even a guarantor or surety, possibly a friend 
or a relative. This may be so whether the payments are 
in the form of crossed or uncrossed cheques or cash, and 
even though the guarantee may have been cancelled or 
security released upon the account passing into credit, 
without the bank having a thought of the hidden danger 
that in the event of bankruptcy ensuing the trustee 
might launch a claim for a refund to the extent of the 
preference. Here, again, the bank is liable to find itself 
in a difficult position. According to Mr. Wilson, no 
device has yet been created to overcome this difficulty 
in the case of third party securities as distinct from 
guarantees, for the reason that it is manifestly im- 
practicable for a bank to retain the security until it is 
satisfied that the customer is solvent and that bankruptcy 
will not ensue within three months, or, if it does, that 
the trustee will make no claim. 

Mr. Wilson proceeded to discuss the bankers’ liability 
regarding the payment and collection of cheques, a 
matter which, as readers of THE BANKER will be aware, 
has frequently occupied the Courts and which has pro- 
duced a series of judgments which, in the aggregate, 
throw a very heavy burden of care upon the banker. 
Mr. Wilson began by declaring that the risk of loss to 
the paying banker, in the case of a series of for; geries and 
frauds, was greatly enhanced by the negligence of the 
customer to examine his passbook. In the United States 
the courts have recognised that the customer owes this 
duty to the banker, and Mr. Wilson argues that British 
law should be amended to relieve the banks from lial ility 
in cases where the customers’ negligence in this respect 
has aggravated the loss. 

The perils of the collecting banker, as illustrated by 
the Savory and other cases and also discussed at length 
in a subsequent article in this issue of THE BANKER, were 
also touched upon by Mr. Wilson. In the Savory case, 
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it will be recalled, even the House of Lords was divided in 
a majority of three to two, but, asa result, a new standard 
of care was imposed upon bankers. It is not always 
realised by the public that the active vigilance and co- 
operation of the customer can go a long way towards 
preventing forgery and fraud, and yet the only duty 
imposed by the courts upon the customer is that of 
drawing a cheque in such a way that it cannot be 
‘raised.’ Otherwise the whole onus of sreheckion falls 
upon the banker. 

Now the banks can and do prepare a whole series of 
rules and regulations for the guidance of their staffs, 
designed to block up every loop-hole for fraud. But 
these rules have to be carried out as part of the day’s 
routine, and a busy cashier with several customers 
awaiting his attention can well be excused, if not 
pardoned, if now and again he overlooks some point. 
After all, the first need of banker and customer is that 
the day’s business should proceed smoothly and quickly. 
Delay can be just as serious a cause of loss as fraud, and 
most people conduct their affairs on the assumption 
that everyone else is honest, until they are unfortunate 
enough to find that the contrary is the case. This 
underlying assumption of honesty, indeed, is the only 
condition in which the business life of the nation can be 
carried on. 

Mr. Wilson, therefore, is on strong ground when he 
pleads for a simplification and codification of the law. 
There is, in fact, a further cogent point. The law and its 
application should be well- known and certain. Both 
banker and customer should know where they stand, and 
as far as possible be preserved from the chances of a 
legal decision which may very well go one way or the 
other. Mr. Wilson’s arguments, therefore, reduce to 
saying that conditions should be established to make 
the conduct of our business life, or, rather, that part 
which embraces the relations of banker and customer, 
both rapid and certain. Regarded in this way, the 
simplification of the law would be in the interests of the 
customer as well as of the banker. 

There is a further danger from the customer’s point 
of view. Mr. Wilson concluded by saying: ‘“ Each of 
these and other matters may be comparatively small in 
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themselves, but taken together they represent a very 
considerable source of risk and loss to the banks. The 
general practice of the banks has been all in the direction 
of imposing the fewest possible restrictions upon the 
customer in whose interest risks have been accepted, 
but whether the banks will be able to continue this 
attitude must depend, in some measure, upon their 
future expe rience judged by the seriousness of the losses 
incurred. We bear these losses with fortitude and 
patience, but in some cases they are substantial and they 
are always irritating. I feel that our burden might be 
considerably lightened and our business facilitated if the 
Committee to which I have referred, or some similar 
body, could be given an opportunity of discussing with 
us impartially and sympathetically some of the difficulties 
to which I have drawn your attention.’ 

Mr. Wilson would be the last to desire these words 
to be regarded as more than a very mild warning, but it 
is true that banking in this country is surrounded with 
much less red-tape than on the Continent, and it is true 
that each new duty thrust upon the banks by the courts 
makes it necessary to tighten up these regul: itions and 
in time to sacrifice some of the present elasticity in their 
dealings with the public. This is one more argument, 
from the public’s point of view, in favour of the reforms 
for which Mr. Wilson pleads. 

We repeat that this is one of the most important 
Presidential addresses delivered before the Institute of 
Bankers in recent years. It carries on the tradition of 
the Institute by calling attention to a need for bringing 
up to date the law of banking, and it makes practical 
suggestions as to how this could be done. We hope very 
much that the terms of reference of the Lord Chancellor’s 
committee can be extended in the way Mr. Wilson 
suggests, and that in collaboration with the banking and 
business world a new codification of banking law can be 
evolved and carried to the Statute Book. 
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Repayment of French Sterling 
Credit 


By Paul Einzig 


OR months past there has been much speculation in 
FE the City as to whether the French credit of 
£40 millions, concluded in January and falling due 
during December, would be repaid or renewed. As the 
maturity dates approached, the view that the credit 
would be repaid gained ground, for the simple reason that 
there were no negotiations for a renewal. It is true that 
there were some informal exchanges of views on the 
subject between the French Government and its London 
bankers, but the latter did not open negotiations with 
the chief participants. Since such negotiations are apt 
to be protracted, it was becoming obvious in the course 
of November that the Government did not intend to 
press for a renewal of the credit. 

This impression was confirmed on November 13 by 
an official statement issued by M. Bonnet, announcing 
the Government’s decision to repay the credit. His 
announcement had a very good Press, as the decision 
was considered to be a wise one from the point of view 
of both the borrowers and the lenders. The majority of 
the London banks would not have been too keen on 
carrying forward the credit over the turn of the year. 
It will be remembered that the credit concluded in 
February, 1936, was repaid before the end of that year 
and a new credit was concluded in January, 1937. This 
was done partly in order to demonstrate that the credit 
was liquid and partly in order to enable the participants 
to use the funds over the end-of-year pressure. Even 
those banks which were in favour of continuing their 
French credit would have preferred such a temporary 
repayment. 

Apart altogether from end-of-year requirements, the 
idea of continuing the £40 million credit was not very 
popular among bankers, because of the expanding 
tendency of advances. In the past twelve months, the 
advances of clearing banks have increased by nearly 
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f100 millions. Twelve months ago the alternative to 
lending to the French Government at 3} per cent. was 
investment in bills at a shade over } per cent. or in 
Government securities with a yield of 34 per cent., but 
with a possibility of a capital depreciation. To- day 
there are good prospects of re-investing the funds in 
advances yielding on an average rather more than 
33 per cent. 

Another reason why the London banks were not 
altogether happy about the possibility of a renewal of 
the credit was that many of them have taken unusually 
large lines. In the United States there is a rule that no 
member of the Federal Reserve system may lend more 
than 10 per cent. of its own capital and reserves to any 
one single borrower. There is no such rule in British 
law, but in practice there are some self-imposed re- 
strictions in operation. In the case of the French an 
exception was made to the rule, and some banks par- 
ticipated to the extent of 40 per cent. or more of their 

capital and open reserves. They did so in 1936, on the 
assumption that a a ration would be liquidated before 
the end of that y They repeated their participation 
somewhat sacha in 1937, again on the assumption 
that this was the last credit operation of its kind. Another 
renewal would further increase their reluctance to putting 
so Many eggs in one basket. 

There was also the question of security. As is well 
known, the credit is officially unsecured, but the Bank 
of France has undertaken to keep with the Bank of 
England for the duration of the credit an amount in gold 
or sterling equivalent to the outstanding portion of the 
credit. In this respect the safeguarding measures taken 
during 1937 went further than those take on during 19306. 
The unofficial security of the first credit was left in Paris, 
while that of the second credit was shipped to London 
and kept here. In spite of this, some of the participants 
were not altogether happy about the unofficial character 
of the security. Their fears were, of course, unfounded. 
Even if the worst came to the worst and revolution 
brought a Communist Government into power in France, 
the chances are that it would do its utmost to meet its 
external liabilities. What is more, it would derive 








186 THE BANKER 


absolutely no advantage from defaulting on the London 
credit, since it would not be in a position to withdraw 
the gold that serves as unofficial security. But in any 
case, such risk as might exist in theory was amply com- 
pensated by the interest rate of 3} per cent. Loans 
which are fully and legally secured by gold may be 
obtained at considerably lower interest rates. A rate of 
32 per cent. on a lrench Government loan which, besides 
being uno fficially secured by gold ty with the 
Bank of E ‘ngland in London, is also officially secured by 
the assets of the French railway companies, is certainly 
not a bad yield, considering that some banks are willing 
to grant acceptance credits to countries such as Italy 
against a commission of } per cent. per annum. It is 
true that the total of such commitments in Italy is but a 
fraction of the amount of the French credit. Neverthe- 
less, the difierence in the yield is striking, and so is the 
difference in the specific security, which in the case of 
the majority of the Italian credits is virtually non- 
existent. 

The nature of the security did not satisfy all th 
wpe. ants; nor did it satisfy the French Government. 

e latter felt that as a result of the marked improvement 
ng the financial situation in France during the last few 
months it was entitled to expect to obtain a credit 
without any specific security. In fact, the Swiss credit 
of 200 million Swiss francs was granted for two years 
without any specific security beyond an unde rtaking by 
the Bank of France that it would do its best to provide 
the exchange for the repayment of the credit. Although 
the improvement in French finances is recognised in the 
City, many participants would not have been keen on 
taking large lines without being entirely on the safe side 
in case of a relapse in I'rance. Thus had the French 
Government attempted to negotiate a renewal, it would 
not have been easy to strike a compromise between the 
demand of the creditors for full legal security and the 
unwillingness of the French Gove rnment to agree to even 
an unofficial security such as exists for the present credit. 

The French Government was wise to decide to repay 
the cr adit without even attempting to negogiate a renewal. 
The failure of such negotiations, or the acceptance by 








FRE INCH STERLING CREDIT 187 


the French Government of terms which, amidst the 
improved conditions, might well appear humiliating, 
would have conveyed a very bad impression indeed. As 
it is, the decision to repay the credit was regarded as a 
gesture indicating a strong technical position. All the 
more so since it 1s understood that the credit would be 
repaid without drawing upon the gold reserve of the 
Bank of France. Two months ago this would have been 
considered inconceivable. In the meantime, however, 
the French Exchange Stabilisation Fund had succeeded 
in accumulating a fairly substantial amount of gold, 
sterling and dollars. [t has, in fact, already transferred 
in gold to the Bank of France the greater part of the 
amount required for the repayment of the London 
credit. 

Needless to say, if it appeared reasonable to expect 
the resumption of the selling pressure on the franc, the 
wisdom of a decision that involved such a heavy reduction 
of the foreign exchange reserve would be open to doubt. 
Even so, if the worst came to the worst, the French 
authorities would be in a position to repay the credit out 
of the gold reserve. In doing so, they could get round the 
self-imposed restriction which M. Bonnet was ill-advised 
enous ch to adopt in October when he announced that in 
no circumstances would the franc be defended by drawing 
on the gold reserve of the Bank of France. In making 
this announcement, M. Bonnet gave a hint to speculators 
which the latter did not fail to take. The result was a 
sweeping bear attack on the franc, bringing about its 
depreciation to 150 to the pound. While it was unques- 
tionably wise to decide not to use the gold reserve of the 
Bank of France on resistance to an adverse trend, it was 
anything but wise to oblige speculators by informing 
them of this decision. By using the Bank of France's 
gold to replace the amount taken for the repayment of 
the London credit, the Finance Minister would have been 
able to safeguard the resources available for the defence 
of the franc without having to go back on his promise. 

If it were possible to repay the credit without having 
to use the gold reserve it would, of course, be all the 
better. To that end it would be worth while for the 
French authorities to allow the franc to depreciate 
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further. In fact, the right course to adopt would be to 
take the present opportunity for a deliberate depreciation 
of the franc to, say, 175 to the pound, and to bring about 
a gradual appreciation from that low level to, say, 160, 
or even 150. The evidence of a gross under-valuation of 
the franc at 175 and the prospects of its substantial 
appreciation would result in heavy repatriations, which 
would provide ample resources for the repayment of the 
London credit and for the future defence of the franc. 
Such a depreciation at the present stage would be all the 
more advisable since, owing to the downward trend of 
world prices, it would not be accompanied by a sharp 
rise in French commodity prices. Thus the French 
Government would be able to claim credit for having 
been able to allow the currency to depreciate externally 
without affecting its internal value, just as the National 
Government in Great Britain was able to claim credit in 
1931-1932 for the absence of any internal depreciation of 
sterling, in spite of the fall of its international value. 
Uniortunately the chances are heavily against the 
adoption of such measures. French Governments might 
allow the franc to depreciate further in case of a revival 
of a sweeping adverse pressure when it serves no useful 
purpose, but they would never consent to a deliberate 
depreciation, for no matter what constructive purpose. 
Another way in which the French authorities would 
be able to secure an adequate amount of sterling, tem- 
porarily at any rate, would be through undertaking swap 
transactions on a large scale. They should buy spot 
sterling and sell forward sterling for three mates I In 
doing so they would acquire the use of sterling for three 
months without thereby depreciating the spot franc to 
the same extent as if their purchase of spot ste rling had 
been unaccompanied by sales of forward sterling. This 
thnical device is actually known to have been adopted 
by the French authorities to some extent. Throughout 
October and November the French Control is known to 
have been picking up swaps, by providing the counter- 
part for the renewal of bear positions in francs. That is, 
while bears, whose forward transactions had expired, 
bought spot francs and sold forward francs, the French 
Government sold spot franes and bought forward francs. 
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Moreover, while the French authorities were defending 
the franc against an unduly sharp appreciation by selling 
spot francs, they were endeavouring to bring about a 
contraction of the discount on forward francs by buying 
francs for forward delivery. These operations are, 
however, not believed to have been done on a sufficiently 
large scale to cover more than a small part of the 
£40 millions required for the repayment of the London 
credit. Nevertheless, it would have been possible, and 
it would still be possible for the French authorities to 
increase their swap operations and to acquire a substantial 
amount of sterling for three months. They could force 
the market by offering spot francs against forward. 
The result would be a depreciating tendency of the spot 
franc, though not nearly so pronounced as would be 
produced through the outright sale for spot francs to the 
same amount. At the same time there would be a con- 
traction of the discount on forward francs. At present 
that discount is still rather abnormally wide, so that 
there is a fair scope for conbtaction. Once it has been 
reduced to the vicinity of 2 or 3 per cent. per annum, 
most French bankers would re patriate the funds they 
have transferred for interest arbitrage to London. It 
would no longer be profitable for them to renew their 
swap operations, and their place could well be taken by 
the French Government. This in itself would materially 
increase the volume of sterling temporarily at the disposal 
of the Franch authorities. 

The French Control could even go further in its swap 
transactions. It could bring down the discount on 
forward francs to a level at which it would become 
profitable for banks abroad to transfer funds for interest 
arbitrage to Paris. Funds are none too plentiful in 
Paris, and foreign banks could obtain reasonably high 
deposit rates, so that if the discount on forward francs 
were reduced to, say, 3 per cent. or I per cent. per 
annum, there would be a he avy influx of swap money 
providing a counterpart for the Government’s acquisition 
of sterling for three months. 

The adoption of this policy would have the additional 
advantage of bringing down interest rates in France. At 
present the interest rates which business men and Bourse 
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operators have to pay on loans are still unduly high in 

spite of the recent reduction of the French Bank rate. 
Only part of the demand for credit can be satisfied at the 
official rates prevailing in Paris. A large part of the 
credit has to be satisfied at rates based upon the cost of 
swap with London and New York. This is true in par- 
ticular concerning loans granted for Bourse transactions, 
which were largely financed with the aid of swap money 
while the cost of the swap was not prohibitive. The com- 
petition of swap rates with internal interest rates would 
inevitably tend to bring down the latter, and this would 
encourage both a trade revival and a revival of Bourse 
activity. Thus in adopting a forward rate policy on the 
lines suggested, the French authorities would be able to 
kill several birds with one stone. 

Admittedly, the repayment of the short-term credit 
with the aid of swap money would have the advantage 
for the French Treasury that instead of having to pay 
34 per cent. it would actually earn some profit, or that, 
at any rate, the average rate on the swaps would be 
considerably less than 3} per cent. ag annum. It may 
be argued that the use of swap money for the repayment 
of external credit is not exactly a sound practice. The 
experience of Brazil, Spain and other countries some ten 
years ago has proved that it is far from satisfactory for 
a Government to carry an external liability by the 
repeated renewal of swap contracts. There is, however, 
no need for the French Government to carry these 


contracts indefinitely. It would be in a position to 
cig sufficient foreign exchange to liquidate the 
swap transactions, thanks to the repatriation of capital. 


And if the worst came to the worst, it could always 
liquidate the swap transactions by drawing upon the 


gold reserve of the Bank of France. In doing so, it 
would be no worse off than it would be if it paid off the 
credits straight away out of the gold reserve. The 


longer it could postpone the necessity of drawing upon 
the gold reserve the better. The expedient would be well 
worth trying, if only to postpone the reduction in the 
gold reserve. 








/ 
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Banking Education 


By A. V. Barber 
II 
E ix ATION for a banking career in this country 


takes its shape mainly from the Associate Examina- 

tion of the Institute of Bankers. The syllabus, 
direction and awards are entirely under the control of the 
Institute, which holds this examination every Spring in 
convenient centres in London, the Provinces and even 
Overseas. Bank staffs are recruited mainly from 
secondary schools, but for reasons which will be suggested 
later, in these days the average entrant as such has 
probably not attained as high a level of scholarship as 
that which was expected of him thirty years ago. Most 
of the banks apply an internal non-competitive examina- 
tion as a test well below matriculation standard, and 
allow much in other respects for vocational qualification. 
When recruited, the fortunate applicant is required to 
sit for the Associate Examination. Success in Parts I 
and II is stated officially to require three years’ study 
but in practice an average of five years is estimated by 
the Principal of an important Educational Institution. 
Various prizes are offered, and outstanding merit in Part 
II is rewarded with distinction. Tables below give the 
subjects with entries and successes in the current year 
together with those of the Executor and Trustee Exami- 
nation and the Language Examinations of The Institute 
as set out in its Journal (October 1937). It is worthy 
of note that of the distinctions which are gained by 
only one per cent. of the total number of candidates for 
Part II, Accountancy claimed the highest and English 
Composition the lowest number of awards. 

The Executor and Trustee Examination has been 
instituted lately in a response to modern banking 
development. Its growing popularity is indicated by the 
fact that last year 542 candidates entered and 1 ,505 this 
year. The language Diploma is for commercial French, 
German, Italian, Portuguese and Spanish. It will be 
observed that very few candidates are attracted to this in 
proportion to the large number of entries for the Associate 

s 
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Examination itself, which in 1936 was 14,346 and this 
year 14,382, although scholarships are offered which 
entitle a successful candidate to the advantage of spending 
a period in a bank abroad. The writer, whose duties 
require him officially to visit a public E ducational Institu- 
tion, would proffer an explanation as to why the chance of 
so valuable an experience fails of its lure in the doubt of an 
individual candidate as to the consent of his bank. 
This was offered to him as a reason by one who lately 
obtained two distinctions in the Associate Examination. 


ASSOCIATE EXAMINATION. 


























Part I. 
Total Py ce 
Number] ,. .. — piaiogeae th redo 
of Candi- Passed. | Failed. | tage of | Distinc- 
dates. Passes | tions. 
| 
™ — 3 | | = 
Economics .. 2,870 | 1,318 | 1,552 45°9 |} 
Practice and Law of f B: inking] 3,373 | 1,300 | 2,073 | 38°5 
Englis sh Co mposition 3,009 | 2,173 836 | 72-2 | 
Commercial Geography .. | 3,199 | 1,762 | 1,437 | 55-1 
300kkeeping 3314 | 1,074 | 2,240 | 32-4 | 
French* .. x | gI 52 39 | 57°1 | 
Spanish* .. ‘i eis 10 10 — | 100-0 | 
German* . - esl 38 19 Ig | 50-0 | 
Italian* 7 | 6 | I} 85:7 | 
Portuguese* 3 | 2 I | 66-6 
, 15,914 | 7,716 | 8,108 | 
| | | 
Part Il. 
Economics .. 2,005 | 1,171 83 58°4 9 
Practice and Lawof [B: unking | 2,990 745 | 2,245 24°9 20 
English Composition | 3,665 | 1,797 | 1,868] 49-0 14 
Accountancy - -. | 2,450] S891 | 1,559] 36°4 66 
Foreign Exchange -. | 2,063 | 1,143 | 920] 55°4 25 
French* .. i ae 39 28 Ir | 71-8 — 
Spanish* as av a 6 | 6 — I00-0O — 
German* .. ie ite 4 4 4 --- 100-0 — 
inn * | A | 
Italian ia i | 3 | I 2/ 33°3 —- 
Portuguese* ‘i ia | I | I -- — 
| 
2206 | eer |» 
13,220 | 5,787 | 7,439 | 134 
| ' 











* Optional subject. 
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EXAMINATION FOR THE DIPLOMA IN EXECUTOR AND 
TRUSTEE WORK. 





Pact i. 
| Total | : ; 
See Percen- | No. of 
il Candi- Passed. | Failed. | tage of | Distinc- 
dates } Passes. | tions 
| | 
English Composition ee 48 36 I2| 75:0 
Practice and Law of Banking 20 3 17] 15-0 
Bookkeeping - ¥ 310 204 106 65°8 
General Principles of Law. . 75 48 | 27 | 64:0 
Death Duties and Probate 
Practice - +» | 1,242 971 | 271 | 78-1 | 
| -_ — ——— oe = < | cities 
1,695 1,262 433 | 





Theory and Practice of | 
Investment, including the 
Practice of the Stock 
Exchange +» se | 378 195 180 | 52°4 

Law relating to Wills, 











Executors, Administra- 
tors and Trustees i 506 | 286 | 20} 56°5 a 
Trust Accounting .. __.. 434 | 217 | 217 | 50-0 5 
Elements of the Lawof Real | | 
Property, and Elemen- | 
_ - . > | » 
tary Conveyancing a 149 | SI 68 | 54°4/ — 
Practical Trust Adminis- 
tration .. ka i 103 64 | 39 | 62-1 | — 
aPPnos rN are, eens Beene 
1,570 | 846 | 724 | 7 
LANGUAGE DIPLOMA EXAMINATIONS. 
Total Passed 
number of with Passed. Failed, 


Candidates.| honours. 


a —— —__—_——— — ——— 
| 
} 





French 42 2 14 26 
xer ? ? | 

ies 22 3 | y) 10 
Spanish I2 2 4 3 
Italian 3 I 2 — 
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The Institute has fifty centres throughout the country, 
which are financed from Headquarters. These are at 
liberty to distribute their funds at their dincection. 
provided that they devote them to educational purposes. 
The principal outgoing is for lectures on subjects of 
interest, designed to appeal not so much to examination 
candidates as to post-graduate men and senior bank 
officials. When these lectures are on examination 
subjects, candidates within the area of any local centre 
can obtain this form of tuition without charge. The 
Institute makes no attempt to persuade its members to 
any particular method of preparation, but it encourages 
candidates within reach of the municipal teaching in- 
stitutions to attend the classes therein provided. Exemp- 
tion is granted from four of the five obligatory subjects of 
Part I of the Associate Examination to students who are 
successiul in passing the Internal Examination of certain 
selected Institutions throughout the country, and their 
examinations are usually held a month in advance of the 
examination of the Institute. Many candidates rely on 
private study or tuition, but the majority either take 
corre spondence tuition or attend municipal institutions. 

It is obviously impossible for every student to attend 
classes, which are obtainable only in relatively large 
towns. Many choose or have no alternative (apart from 
private studies) but to rely on correspondence tuition. 
Correspondence tutors may be private individuals or 
limited companies working for profit. The principal ones 
advertise in the syllabus of the Institute. Some confine 
themselves to the examinations of the Institute, others 
prepare candidates for various professional examinations. 

The influence of the Institute upon the studies of its 
candidates may be set out as follows : (a) it recommends 
books for reading, (6) it offers the assistance of the 
Director of Studies, (c) it publishes articles on practice 
and law by experts, and reports of the examiners in the 
Journal of the Institute. Within such limitations the 
Institute offers as much service to banking education 
as is practicable. Obviously much depends on the 
nature of the Syllabus. In detail this is often criticised 
from various angles, but as it is known to be prepared 
with great care, due weight is probably given to useful 
and constructive criticism. Evidence of this is the 





| 
| 
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greater effort of late years to set questions designed to 
test the students’ power to apply principles to practical 
problems. 

The means for preparing for the Banking Examina- 
tions are provided by institutions controlled and worked 
by municipal bodies such as the London County Council 
and the Education Committees of the several counties 
and larger cities of England and Wales. They are 
accordingly subsidised out of Council funds and their 
classes are within the reach of the poorest. These classes 
have formed part of the evening education system of the 
country and are organised for every conceivable subject— 
the section relating to the examinations of the Institute 
of Bankers is thus only a part—but classes in the 
Institute's subjects are generally large enough to be 
exclusive. In the provinces among the most important 
centres of this description may be mentioned the gy? 
ham Commercial College and the Liverpool School « 
Commerce. In the London area (even if Croydon ‘s 
excluded) whose students are probably far more numer- 
ous than those of all the other centres put together, the 
London County Council Education Committee controls 9 
out of 17 institutes. Reference is made in the previous 
article to efforts during the great war towards improve- 
ment in technical education. The Council sought the 
views of prominent employers and men of affairs, and, as 
a result, came to the conclusion that education had be- 
come dangerously detached from industry and commerce. 
A move was made to establish co-operation which would 
ensure that education generally and technical education in 
particular, should be more apposite to practical require- 
ments. A consequence of this, affecting banking, was the 
formation of a Consultative Committee of representative 
bankers. One of its duties, as laid down in its order of 
reference, is “‘ to consider and to advise the council in 
regard to schemes for the provision of education relating 
to banking.’’ Its members visit the schools and institutes 
and make reports upon the lectures. Other Education 
Committees such as the Middlesex County Council appoint 
advisory committees, but none of these is concerned 
exclusively in banking education. 

lhat such efforts have not lulled bankers into a state of 
complacency as to the present educational system is 
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evident from the views of Mr. F. L. Bland, a past President 
of the Institute (in an address before the National 
Conference on Commercial Education at Bournemouth in 
June, 1936), who commented upon the fact that the 
expe rience of successful eos is often so disappointing 
and that many have a flair for passing examinations 
without the power to show ‘onenaaane capacity for 
dealing with the actual requirements of the working day. 
Mr. Bland suggested that in the school period “ teaching 
methods of to-day are directed too much to make assimila- 
tion of learning easy’ and that there is a failure “ to 
recognise the essential need for independent thought and 
personal endeavour.” 

In his Inaugural Address, delivered on November 3rd, 

R. A. Wilson, the President of the Institute, urged 
that modern conditions required that systems of staff 
training should be more thorough. ‘Men who are to rise 
to managerial and high executive posts must be specially 
trained in theory as well as in practice if our banks are to 
continue to keep pace with the times and to function 
efficiently.’’ Mr Wilson put in a plea for further education 
than that which is required for the examinations of the 
Institute. 

The President’s remarks render it the more appropriate 
to examine the facilities that are offered to those who seek 
advanced training, suitable for entrants destined to fill the 
higher positions in the banking profession, successful 
results of which may be attested by B.Sc. (Econ.) and 
B.Com. degrees. In both of these Honours degrees, 
banking subjects may be selected for special study at the 
final stage. The first commerce degree was created in 
Birmingham as late as 1go1 and although the quest for this 
form of higher qualification is still in an early stage of 
development, there are about 3,000 commerce graduates in 
England alone, and a large proportion of these are Bank 
officials. Study facilities for such degrees are offered by 
evening classes at Commercial Institutes, Correspondence 
Colleges and University Colleges throughout the country, 
such as the University of London (the London School of 
Economics and University College) 

Of the two undergraduate yaa es mentioned, the 
Bb. Com. which is the older probably attracts more Bank 
officials who take Honours, with banking as their special 
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field of study. Among higher degrees a large number of 
Bank officials work at the London School of Economics 
also for the M.Sc. (Econ.) M. Com. and Ph.D., and it 
is this form of higher education that is likely to prov idea 
complete answer to the question from what form of train- 
ing the administrative personnel of the banks might well 
emerge in greater numbers as time goes on. 

In these days when, as Professor Arnold Plant has 
pointed out, I1,000 youths every year pass out of the 
Secondary and Public Schools into the Universities and 
few are ‘‘ denied a University education for lack of funds,” 
tendencies are likely to develop towards the selection of 
such material from those who are recruited with a view to 
administrative duties. The entrant who is fortunate 
enough to receive University training especially when 
due to merits of scholarship, and to follow this up by a 
year’s post-graduate course, should be as well equipped 
for the higher walks of the profession as education could 
render possible. 

If, as the President of the Institute of Bankers has 
forecasted, modern developments are to call for higher 
training, while diminishing the amount of routine work, 
facilities for post-graduate education will become increas- 
ingly important. 

In a concluding article an examination will be made 
as to how far existing educational machinery may be 
regarded as competent to cope efficiently with present 
day needs. 

(To be concluded.) 


The Banks and Subsidiary 
Services 


By a Correspondent 


“| Gs alarmist attitude shown by Mr. D. H. P. 
Cannon’s article in THE BANKER for November 
under the title ‘‘ Poaching’’ seems to indicate 

insufficient appreciation of the true position. It seems 

rather to suggest that the banks have entered the arena 
of other professions in a deliberate attempt to “ filch ”’ 
work which is properly the business of those professions. 
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Poaching can hardly be said to be inadvertent, and if 
there were any foundation for the suggestion that the 
banks were poaching, one might reasonably ask that the 
matter be looked at afresh before it had progressed too 
far. As it is, before demanding that the banks shall call 
a halt, it is fair to consider the subject from their point 
of view, having particular regard to the history of the 
growth of the special facilities which are in question. 

It can hardly be seriously maintained that the banks 
have used their obvious suitability, as corporations, for 
executor and trustee work and their intimate know ledge 
of the data necessary to the preparation of their cus- 
tomers’ income tax returns, to embark on a policy which 
would set other professions by the ears and run the risk 
of raising an unwelcome outcry centred around what 
is even now in some quarters alleged to be abuse of a 
monopolistic position. 

The advantage obtained from these subsidiary services 
by the banks during the lean post-War period can hardly 
have had any financial significance, certainly not such 
as would be worth the risk of adding fuel to the fire that 
threatened them. Criticism is loudest in times of 
depression, yet the income tax and trustee departments of 
the banks have been formed mainly during a period when 
the call for the nationalisation of banks had reached its 
highest vociferation. Branch trustee departments are 
of fairly recent growth and the income tax departments 
of the banks are practically a post-War creation. Both 
have grown to their present stage firstly through the 
post-War boom, when there was no incentive to establish 
organisations in these directions purely for the sake of 
profit, and then during the following depression, when 
to embark on a deliber. ate policy of trying to meet the 
drop in profits by the doubtful expedient of intruding in 
other spheres, in conditions already most unfav ourable 
to bankers, would have been utter stupidity. 

Mr. Cannon has ay the cart before the horse. The 
special departments of the banks were the outcome of a 
demand by the customers of the banks, but they were not 
established for the purpose of creating a demand. If 
this is accepted—and it cannot be denied—then the only 
question which remains is whether the banks have since 
changed their attitude to this type of work and have, 
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in fact, trespassed for the purpose of battening on the 
preserves of their colleagues in other professions. 

The answer to this question can, perhaps, be facili- 
tated by showing as precisely as can be how far the 
banks go in this connection. It is not their policy to 
undertake income tax business for non-customers; nor 
to tout for it with their customers. When doing the 
work, they do it only at the request of a customer and 
even then do not go beyond such work as falls within 
the province of a tax consultant. They do not prepare 
accounts, even if requested to do so; they refer their 
customers to accountants for this purpose. The work 
consists almost entirely of the preparation of returns and 
claims, and it should be remembered that where this is 
undertaken by someone other than a bank, reference 
has almost inevitably to be had to the bank for informa- 
tion. Statements of income are provided, together with 
such other data as might be of service information often 
calling for still more information. 

With regard to executor and trustee work, the 
advantage of a corporation’s acting in this respect is 
too obvious to need stressing. A corporation never 
dies, and is easily able to pay for any error it may make 
in the administration of an estate; which is not always 
so in the case of a personal trustee. It works ope nly, 
and practically the only criticism which can be brought 
against it arises in such cases as the “ Northcliffe ’ 
cases where its own interests might be said to be brought 
into conflict with trust interests. 

it must be remembered too, that here the ‘‘ demand ”’ 
is even more definite. The banks cannot create the 
business merely by organising a department to deal 
with it. And it may here be worth while drawing 
attention to a statement in “‘ The Accountant ”’ leader 
for October 9, 1937, that “‘it is inevitable that they 
(the banks) should regard the trust corporation branch 
of their activities as ancill: iry to the banking business, 
and expect it to Support the pure banking branch.’ 
If ‘“‘ support ’’ has no relation to finance, this statement 
is very true, and much the same can be said of income 
tax work. 

It isa feature of the banks’ policy, and no new feature, 
to do for their customers anything which it is reasonable 
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for them todo. This is their interpretation of ‘‘ service ”’ 
and clearly does not include anything which requires 
the expert efforts of any other professional man. It 
helps to keep one’s clientele together—an important 
matter in these days of difficult business and conse- 
quently keen competition. They charge no more for 
what they do in these respects than reasonably exceeds 
the cost of doing it. They are often in sole possession 
of information and data without which the particular 
work cannot be done. And, lastly, they are already 
the custodian of their customer’s personal confidences. 

Is it to be wondered at that the demand to which we 
have referred grew up? 

It is sometimes overlooked that the income tax 
department of a bank is staffed by men who do nothing 
but income tax work, many of whom are specialists 
in the subject. This is admittedly no reason w hy work 
should be given to them, but it does destroy the suggestion 
that they are not competent. If he were free to “do so, 
the writer could point to cases where banks had been 
called in or had offered to take the matter up where 
accountants and consultants had advised that there 
was no case or had failed to convince the revenue 
authorities that there was. 

What are the arguments for discontinuing the res- 
pective departments altogether? It must be reiterated 
that income tax business is the result of unsolicited 
request by customers who realise that they are saved 
much bother thereby, and that by persuading their 
bankers to undertake this work they avoid disclosures 
of their affairs to anyone else—save the tax inspector. 
One might as well say that the banks shall not keep 
abreast of the times. Would Mr. Cannon submit that 
the banks had no right to conduct foreign business 
which comes their way, to the detriment of those foreign, 
colonial and merchant institutions which had the cream 
of it before the War? Changing times have forced this 
on the banks and the principle is the same in regard 
to income tax work, though it differs in degree. 

But whatever weight can be given to Mr. Cannon’s 


article is reduced by his sentence: “If it were true 


that the banks could do income tax work more efficie ntly 
than a professional man, there would be a good reason 
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for providing the service for customers; . . .” In 
fact, they can do it just as well in the particular sphere 
in which they participate. Tax departments work 
most amicably with other professional men and cases 
are not rare of these latter consulting and collaborating 
with the banks. Moreover the accountants have probably 
gained considerably in this way, in that they have been 
the recipients of business which would not otherwise 
have come to them. Many cases could be cited of the banks 
coming to the rescue of firms and individuals who never 
employed accountants till the banks pointed out the 
necessity for them to do so. The banks might never 
have heard of the cases if it were not for income tax. 

Admittedly, however, though the banks have a case 
the matter is not disposed of by a simple reference to 
that case. The fact remains that much work done by 
the banks would be done by other professional men if 
the banks left it alone. It is probably also true that 
the banks do cut considerably into what is to many 
small accountants their “ bread and butter ”’ business. 
But no matter how the problem is approached, one 
must recognise that the work is the result of a demand 
by the banks’ customers which they can afiord to ignore 
only at the risk of creating the feeling that the banks 
are not interested in helping them to their (the customers’) 
best advantage. It is a case of the survival of the 
fittest—using the latter term to mean those best placed 
to do the work to the greatest advantage; and of a 
policy dictated by the circumstances in which we live 
and do our business. 

May it be suggested that those who complain that the 
banks are unfair to intrude in the business of offering 
these subsidiary services would do better, no matter 
how difficult it might be, to educate to their own point 
of view the public which receives the benefit of those 
services, than to persuade the banks to take the retrograde 
step of refusing to comply with the demand for services 
which are well-established. It is certain that bankers 
would not enter into a fight to retain the business of 
anyone who had been persuaded to return to an ac- 
countant or other professional man; they certainly 
would not decline to help the professional man to the 
utmost of their ability. 
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Can Deposit Hunting be Justified? 


By a Correspondent 


HE interest which I am sure Dr. Einzig’s article 

last month on “ Deposit Hunting’’ must have 

aroused has stimulated me to add some thoughts 
of my own to the aspect of profitability. It seems most 
important that something more than mere assumption 
is necessary before it can be suggested that the banks 
may be tempted to pay unremunerative rates of interest 
on new deposits, especially as this implies that many 
precautions are being thrown to the wind in order to 
enable some of the banks to enlarge their deposits. I am 
sure that this is not the case. 

It is a fact that banks are paying for three months’ 
deposits from foreign banks, and others something more 
than the short deposit rate of } per cent. p.a. There is 
nothing on the surface to suggest that they should not 
do so; three months’ money and short deposits are two 
very difierent things. The reason why such money is 
wanted at higher rates than } per cent. is that it can be 
used at a profit, and is in fact so used as to make much 
more than its cost. 

This can easily be demonstrated. I would refer the 
reader to an article in the March, 1936, BANKER, by 
Mr. W. W. Syrett for the detailed calculations, but as 
[ think his basis is reasonably satisfactory without the 
lengthy explanations he has given there, I will repeat 
them in such respects as they concern us. 

He assumed that Investments would earn 2} per 
cent., and Advances, 3? per cent. Bills and Call Money 
were put at a yield of. 3 per cent., which is probably too 
high. He made allow: nces for Cash Reserves, Till and 
other idle money, and came to the conclusion that the 
net yield of the assets held against Current and Deposit 
accounts was somewhere between 1-585 per cent. and 
2-015 per cent. The combined yield ol investments and 
Advances was, in both the methods of calculation em- 
ployed, well over 3 per cent. p.a., due allowance being 
made for necessary weightings. 

Provided that the new money acquired by competitive 
bidding for deposits is placed to yield more than is paid 
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for it, banks cannot be said to have altered their policy 
in the search for new business. In the following table 
I present certain figures taken up to September of this 
year, and | have given in italics the yield per £100 of 
deposits, based on Mr. Syrett’s table, except that I have 
reduced* the yields to a round 3 per cent. for the 
Investments and Advances, and to 4 per cent. for Bills, 
Call Money, etc. 


THE LONDON CLEARING BANKS. 


Advances Yield 
Deposits and Call Money per cent 
Date. etc. Investments and Bills p.a. 
(Millions of pounds) 

March 1934 oF 1,830 1,300 322 2°22 
i 1935 rap 1,923 T,350 340 2°24 
= 1936 i 2,108 1,452 414 2°20 
* 1937 oi 2,244 1,601 417 2°23 

June 1937 ae 2,293 1,617 429 2-27 

July _ ed 2,293 1,618 445 2-21 

August ~ 2,253 1,614 435 2°21 

Sept. * a 2,287 1,615 442 2-2] 


‘rom this table it is clear that up to the end of 
September the yield per £100 of deposits did not show 
much marked change. Whatever ‘“ bad’’ money was 
attracted during the last four months given in the table, 
it had no effect at all upon the yield, and cannot therefore 
be said to have been attracted solely for the purpose of 
investment at call. 

Was it bad money? If so, bankers would scarcely 
put it out at long term; unless, of course, they have 
entirely changed the technique of British banking. If 
it is not a the fight to get it is surely worth while. 
On the whole, it is clear that banks must be credited 
with knowing whether it is good or bad money, for it is 
quite certain that no banker would spend time and 
money in garnering chaff which the first breath of wind 
would be likely to scatter; he will not pay more for 


This is really quite unnecessary for comparison purposes, but 
it may satisfy some who are not familiar with the statistical rule that 
“It is not necessary to strain after great accuracy in the weighting 
system, for it can be shown mathematically that, provided the weig hts 
are chosen upon a reasonable basis, errors of estimation tend to c ancel 
out.”” (Connor, “ Statistics,’ p. 82.) 
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deposits than he can estimate that he will be able to use 
profitably. 

It may reasonably be suggested that bankers would 
pay high rates for deposits if they could be sure of 
receiving other business in return, so that a loss on the 
deposits would be more than made up from profits to be 
made elsewhere, though the banker would be very 
muddle-headed if he then competed for the “ other 
business ’’ on an unremunerative basis. There is more 
than one way of looking at this business, however, and 
a set of factors presented in one order may bear a different 
interpretation when strung together in a different order 
There is no point in being dogmatic until such time as 
the circumstances of banking to-day are none 4 7 : 
matter of history that they may be freely discussed, 
the following narrative is quite probable—all the more 
so since it is based upon experience. 

Let it be supposed that the Civil War in Spain gives 
rise to the need for documentary credit business, initiated 
largely by the Italian banks. The banks compete for 
the credits, and there is naturally enough the Italian 
suggestion that rates should be low, say, } per cent. for 
the three months’ credit. Taking the work involved 
into consideration, it is clear there is not much room for 
the risks, if any, to be covered inside a small acceptance 
commission. The banks, therefore, refuse the business 
on a 100 per cent. risk basis unless the commission 1s 
considerably higher, but bargain with the Italian bank 
until some sort of terms are reached, possibly these :-— 

“ We will accept for you at } per cent. commission 
provided that you do not want more than £250,000 of 
acceptances, against which we want a cash margin, 
‘blocked’ for the security of your credits, of £150,000. 
This will be placed at short deposit rate of interest with 
us (viz., $ per cent. per annum). We will consider 
additional facilities at more reasonable acceptance rates.”’ 

It may be that such deposits are artificially acquired. 
But of this I am certain, that arrangements of this kind 
must be made unless banks are not what they used to 
be. The net effect is to swell the total of deposits and 
according to our table, the profit-earning capacity of 
the banks. 

In order to be able to undertake acceptance business, 
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the banks must be prepared to accept large deposit 
balances so that acceptance commissions may be kept 
down. Actually, if the money is used (and it would 
appear to be certain that this is so) at rates 14 per cent. 
above the rates paid for it, the banker gets a net 2 per 
cent. (per three months) profit on all entirely covered 
acceptance lines. As probably these lines are less than 
50 per cent. covered, the yield is less than this, but it 
is clear that the facts may not be quite so simply stated 
as might be inferred from Dr. Einzig’s expression— 

‘an unjustifiab le risk against a grossly inadequate com- 
mission.’ Risk” is a word with which some may 
quarrel. Three months is the average life of an accept- 
ance; to mobilize an army or navy for aggressive 
purposes is not quite the same thing as providing an 
expeditionary force for Abyssinia or Spain. 

One is naturally in favour of co-operation between 
the banks, but whether this should extend to doing away 
with competition for business is another matter. 


Conversion by a Collecting Banker 


By a Correspondent 
B ‘FORE 1876 the common law duty of a collecting 


banker to take ¢ care of the interests of true owners 
of crossed cheques was absolute and, as Scrutton, 
L.J., said in the Savory case, “‘ independent of reasonable 
care.’ The banker’s position was thus an impossible and 
unreasonable one, for he could never be sure whether or 
not he was collecting for the true owner of a cheque. 
Therefore in 1876 statutory protection was given by 
s. 12 of the Crossed Cheques Act, 1876, substantially 
re-enacted in s. 82 of the Bills of E nchamne Act, 1882, in 
both of which sections negligence is (or was) ‘the only 
debatable ingredient. 
The intention of the legislature is clear from a review 
of the conditions of the time. It was obvious, even then, 
that neither banking nor any other business could be 
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carried on unless cheques could be safely collected for 
customers. It was evident also that there was nothing, 
either in law or in the ordinary process of business, to 
prevent the negotiation of cheques between any persons, 
natural or juridical. Cheques were much rarer then than 
now. Thus, at a time when bankers had far less cause to 
plead the exigencies and difficulties of business, they were 
granted a statutory defence against the risk of innocent 
conversion. And it should be remembered that cheques 
were then habitually negotiated in the way of business. 

These conditions have changed. Although the Statute 
remains almost unaltered, the interpretation of s. 82 has 
altered beyond recognition. Change in business practice 
and the interpretation of the Courts have caused the term 
“negligence ’’ to become so distorted as to be unidenti- 
fiable. This change would have raised difficulties enough, 
but alongside it there has been an enormous growth in 
the number of cheques drawn and an extraordinary 
increase in the tenseness of a banker’s day, particularly 
since the War. 

It would have been reasonable that, as conditions 
became harder and the risk we are discussing more 
serious, the protection offered by s. 82 should remain at 
least as valuable as when it was first granted. But, on 
the contrary, the Judiciary have set too high a standard. 
The degree of knowledge and foresight demanded now- 
adays of a collecting banker is great—too great, if it were 
not that most people are still honest most of the time. 
The Courts, in gauging the measure of responsibility with 
which bankers should be fixed, have not taken sufficiently 
into account the increased practical difficulties which 
changed conditions have imposed. At the same time, 
the banks have allowed themselves to be jockeyed into a 
meek acceptance of the rebukes which have been 
administered to them. 

Indeed, they have appeared to invite those rebukes 
by the preparation x0 elaborate books of instruction. For 
the past fifteen years, they seem to have aimed at pro- 
viding for their staffs a complete code of banking practice, 
which has been amended to meet every additional risk 
brought to light by experience. Completeness has been 
aimed at in an endeavour to make the instructions fool- 
proof. Every bank official has been expected to 
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familiarise himself with them and is presumed to know 
them, no matter how unreasonable this presumption may 
be. The usefulness of a general code is beyond question, 
but its abuse as a kind of strait jacket for the staff is 
obvious. Its elaboration is likely to lead, according to 
the temperament of the officer concerned, either to 
cavalier treatment of the entire code or to a nervousness 
which renders him incapable of appreciating and handling 
a situation when it faces him; in either case the object 
is defeated. 

The banks have of late years been faced more than 
once with their own phrases and only a few weeks ago 
suffered the indignity of being told in a Court of law that 
although non-compliance with regulations did not in 
itself constitute negligence, it was pretty good evidence 
of it. As a result, the cheque is fast losing its essential 
legal character of negotiable instrument. No one seems 
to have considered it possible to argue that failure to 
comply with instructions may be strong evidence of 
negligence, but the fact that successive unfavourable 
decisions have caused the banks to make their branch 
instructions more stringent is in no sense an assumption 
of greater responsibility than previously existed. If the 
banks had in the past spent more time and energy in 
resisting the inroads made in the statutory protection 
granted in 1882 and less in revising their regulations on 
matters likely to be the subject of litigation, they might 
have avoided at least some of the indignity of being 
hoist with their own petard. And even so, one may well 
ask whether, when books of instruction are produced in 
evidence, an official of the bank concerned should not also 
be called as a witness to show what the bank meant by 
any rule capable of more than one meaning. 

The great change in business habits with which we 
are concerned is that, with the growth in amalgamation 
since the War, it is more effective to pay into one’s own 
banking account all cheques received, instead of negotis it - 
ing them. It1 is nowadays relatively unusual for a “* firm ”’ 
or ‘company ”’ cheque to be negotiated, but this is no 
reason for regarding with suspicion a cheque which has. 

There is no guide to the precise meaning in 1882 of 
‘negligence.”’ The first time its significance was judicially 
considered was in 1884 in the case of Bissell v. Fox. 

" 
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This was a case where cheques were collected on “ per 
pro’ endorsements for someone standing in fiduciary 
relationship to the payees. In 1906, the decision in 
Bevan v. Capital an id Counties Bank laid down that it 
was negligence to collect a crossed cheque marked 
‘account payee ”’ for someone other than the payee. In 
1914 a crop of cases, Harding v. London Joint Stock Bank, 
Ladbroke v. Todd, Morison’s case and House Property 


Company v. London County Westminster and Parrs Bank, 
confirmed the previously understood position in regard 
to fiduciary relationship and “account payee,’ and 


added that to make insufficient inquiry on the opening 
of an account was negligence. Later, Ross v. London 
County Westminster and Parrs Bank, Soucheite v. the 
same bank, The Guardians of St. Johns, Hampstead v. 
Barclays Bank, and the Underwood case were decided on 
similar grounds, Ross’s case bringing out the variation 
of the risk of collecting for a private account cheques 
clearly intended for public funds. But up to this time 
there could hardly be any serious objection to the 
decisions on s. 82. 

One case, however, the London and Monirose Ship- 
building Company case, stemmed the rush towards the 
complete negation of the section. Mr. justice Mackinnon 
held that there was nothing to put a banker on inquiry 
when asked to collect for a private individual a cheque 
payable to a limited company: “ But he (Mr. Schiller, 
K.C., Counsel for the Company) does suggest . . . that 

wherever the named payee on a cheque is a limited 
es as Gate t from an individual and the cheque 
has been endorsed to an endorsee by that company, the 
bank collecting on behalf of that endorsee is put upon 
some sort of inquiry, and ought to inquire of the 
company whether the transaction is in order; and I am 
asked to go as far as that upon the authority of 9 
decision in Underwood's case. I think that is putting 
impossibly high.”’ The learned Judge was reversed on 
appeal, but not on this point, apparently, which was not 
argued. His view has been echoed in the Journal of the 
Institute of Bankers, the issue for December, 1931, 
emphasising the point. The learned iditor at the time 
said: “ [t must, however, be admitted that bankers have 
to some extent themselves to thank for this extension ol! 
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their obligations. It was stated in evidence that the 
rule of the bank forbade the crediting of cheques payable 
to a limited company to the credit of a third party. It 
is believed that other banks have adopted a similar rule, 
but there is nothing in any of the cases which have come 
before the Courts which compels or calls for quite such 
cautious measures, for, after all, a cheque is a negotiable 
instrument. If, therefore, the Courts have extended 
their conception of negligence, they are only following 
an example set by the banks themseives.”’ 

In 1932, Mr. Justice Goddard (then K.C.) made the 
following comment (published in the Journal for February, 
1932) - “The Moutrose case dealt with a che que which 
had been endorsed generally by one director, and then 
specially by another to a company with which, as the 
name showed, the first director was closely connected. 
This would seem to be an unusual transaction and may 
we ae have formed the reason for sages. the judgment. 

rhaps it would be too much to say dogmatically that 
if a cheque drawn to a company is specially endorsed over 
either to another company or an individual the collecting 
bank is necessarily put on inquiry. For instance, a cheque 
might be endorsed by the managing-director of a well- 
known company specially to another equally well known, 
with which the endorsing director had no apparent con- 
nection, and in these circumstances 1n quiry would hardly 
be called for. But such a case would probably be rare, 
and except where special arrangements exist between 
allied companies, it is, one would suppose, unusual for 
corporate bodies to endorse over cheques, whether 
venerally or specially. As the cases stand at present the 
only prude nt course is for bankers to refuse to accept, 
without inquiry or special instructions, cheques made 
payable to companies for accounts other than those oi 
the payee.”’ This was preceded by the statement that 
in Savory v. Lloyds Bank Limited, ‘‘ all the banking 
witnesses stated that it was mow the recognised practice 
to refuse accept ance of a cheque payable to a limited 
company for the credit of an individual’s account without 
inquiry. As this is now proved to be the practice of 
bankers, it follows that if such a cheque is accepted for a 
private darlene and is afterwards found to have been 
converted by the customer, section 82 will atiord no 
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defence to the banker. Presumably, also, if the cheque 
is paid into the account of another company the bank is 
put on inquiry, at least if the endorsement be general, as 
there would seem to be no good reason for insisting on 
inquiry where the credit is for an individual, and dis- 
pensing with it in the case of a company. 

[It was in 1932 that the Savory case decided on a 
majority that divided information as between the 
receiving branch and the branch at which the account 
was kept was no excuse, holding that the branch credit 
system as then operated was defective in this respect. 
In this case also the bank’s rule was quoted, but the rule 
merely gave effect to previous decisions based on the 
fiduciary relationship of the parties. Some witnesses, 
however, seem to have said that a cheque payable to a 
firm would not be accepted for the account of an 
individual—which, in the writer’s view, could not have 
had universal adherence at the time or since. 

Up to this time, then, the position was that negligence 
had been pretty well tied down to collection— 

(a) for a person standing in fiduciary relation- 
ship to the drawers or payees of a cheque 

(0) on the opening of an_ account without 
making proper inquiries concerning the customer 

(c) in any circumstances, probé bly, which would 
be regarded as out of the ordinary course of 
busines SS ; 

(d) of a cheque marked “ account pavee,” for 
someone other than the payee. 

The position during subseque nt years, culminating in 
the recent case of Motor Traders Guarantee C or poration v. 
Midland Bank Ltd., will be discussed in the January issue. 


The Insurance Outlook 
By F. G. Culmer 


KCOVERY continues throughout the country, even 
though the manufacture of armaments may have 
introduced a certain degree of artificiality that 

was not apparent at this time last year. In spite of 
the frequent sounding of alarums on the E uropean political 
stage, and the disturbing elements of war in Spain and 
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the Far East, activity in most branches of industrial 
enterprise in this country still progresses, and the re- 
cession and slackness on the Stock [xchange in recent 
months has in no sense been a reflection of the general 
economic situation. Banking and trading figures are 
even better than before, an increasing volume of money 
is being spent in wages, and as a direct consequence 
very active conditions prevail in most sections of in- 
surance business. A flourishing trade cycle is an inevitable 
insurance magnet, and in view of the recently expressed 
optimism of the President of the Board of Trade and 
other undisputed authorities anent the stimulating pros- 
pect of the continuance of thriving industry, the general 
insurance outlook is definitely bright and encouraging. 

Life assurance invariably affords a reliable indication 
of national well-being or the reverse, and the enhanced 
volume of business effected this year is clearly demon- 
strative of the former characteristic. rom all accounts 
1937 bids fair to achieve a further notable record in 
life assurance business, for the life offices have one and 
all had an exceptionally busy campaign. Both from a 
protective and investment aspect life assurance offers 
advantages which need no recommendation, and it is no 
matter of surprise that the pendulum of public support 
continues to swing in this direction. I have no doubt 
that when the results of the year’s operations come to 
be analysed as a whole, it will be found that the public’s 
choice of policies has again leaned considerably towards 
the modern type of income assurance which constitutes 
such an indispensable and adequate safeguard for the 
future of dependents. The Life Offices have rendered an 
incalculable service to the community in encouraging 
heads of families to think more of capital in terms of 
income. Since its introduction some years ago the Family 
Income type of life policy has given a great fillip to the 
protective element of life assurance, the cost of which 
is thereby brought within the reach of all. There is 
nothing comparab le with it for men with family responsi- 
bilities, and there is a wide range of selection of policies, 
either of the with-profit or without-profit variety of 
whole life and endowment assurances, to which is attached 
the additional income benefit. 

The special feature of these Family Income policies 
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is that in the event of the premature death of the bread- 
winner his widow and family are provided with an adequate 
income during the years when such an income is a matter 
of grave necessity, and it is additional to, and not a 
substitute for, the capital sum assured, which is paid 
to the assured’s dependents mostly at the end of the 
income period. A newer form of assurance which is 
calculated to become increasingly popular is one that is 
designed by the Legal and General Assurance Society 
to provide an income tor the widow, the man of retiring 
age, and both husband and wife during retirement. 
While there is much truth in the contention that the 
majority of people are under-assured, it is difficult to 
realise how in the main the approved standard of life 
assurance can be generally attained in accordance with 
individual resources. Even at the highest estimates the 
capital provision made can scarcely be adequate for 
ordinary requirements from an income standpoint under 
present investment conditions, and there is, therefore, 
a great deal to be said in favour of the modern assurance 
method which enables the public to embark in policies 
which are devised to afford the ultimate benefit in the 
shape of income instead of in a lump sum in cash. 

rhe life offices have ever been to the fore in intro- 
ducing new torms of assurance for the benefit of one or 
other class of the assuring public, and mention may 
appropriately be made of an entirely novel and ideal 
policy with unique options for unmarried men which has 
been devised by the National Mutual Life Association 
of Australasia, whose active operations in Great Britain 
and Ireland have been in force for the last forty years. 
[t is in the first instance a short-term endowment assur- 
ance taken out by a single man, who on marriage can 
exercise the right of increasing the amount assured by 
extending the terms of the policy without alteration 
of the — payable and irrespective of his then 
state of health. The policy is convertible into a whole- 
life cet with various options in the way of premiums 
ceasing at different ages, or into an extended form of 
endowment assurance. In effect, under this ‘ Unique ”’ 
option policy the assured is able on marriage to choose 
the form of assurance most appropriate to his altered 
circumstances on precisely the same terms as he would 
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have secured when the policy was originally issued; 
while existing bonus additions are increased to an extent 
at least in proportion to the increase in the amount 
assured. One can safely predict a good demand for this 
flexible scheme. 

Apart from the protective element the investment 
aspect of life assurance affords a welcome and attractive 
feature - consideration for the lay investor. With low 
interest rates continuing to prevail, and the Stock Markets 
in a more or less constant state of tension owing to the 
uncertain trend of international affairs, life assurance 
presents an alternative channel of investment of un- 
questionable worth and invincible security. For people 
of moderate capital resources in particular it is invaluable 
from two essential points of view. The capital so in- 
vested is immune from any risk of depreciation, and the 
yield obtainable is materially larger than is procurable 
under existing Stock Market conditions on the best 
descriptions of investment securities. When it is known 
that a sur-tax payer can acquire a ten-year with- proi fit en- 
dowment assurance to produce a maturity yield equivalent 
to a Stock Exchange investment at 8 per cent. p.a. com- 
— inkaeenh, equ 1al to an actual yield, tree of all taxation, 
of £4 8s. per cent. per annum, it will be realised that the 
ar gument in favour of life assurance is incontrovertible. 

The outlook of the life offices from a business stand- 
point is enhanced tremendously by the vast scope 
engendered by the never ce stn demand for the great 

variety of soundly designed policies which are so easily 
accessible to people of every class and position in life. 
Rich and poor are catered for with equal facility, and 
while it is an acknowledged fact that life assurance is 
indispensable to everybody, its economic value and 
importance are immeasurably heightened by the un- 
impeachable bulwark of security with which it is buttressed 
by the stability and great financial strength of the 
British life offices. The heavy fall in security values 
this year emphasises the importance of life assurance 
as a means of providing for death duties and obviating 
the prompt realisation of investments on an unfavourable 
market. In the last fiscal year out of a total of £78,130,523 
paid to the Exchequer in death duties, only {22,378,000 
was provided for through the medium of life assurance, 
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Which means that the beneficiaries under the dutiable 
estates were deprived of nearly £56,000,000 which would 
otherwise have gone into their possession. Death Duties, 
leviable on capital values, and not on income or profits, 
nstitute a definite lability, whereas life assurance is a 
never-wasting asset which is promptly translatable into 
cash and is available at call for the prevention of the 
breaking up of estates in order to satisfy the inflexible 
demands of the Inland Revenue Authorities. This is 
only one out of many ways in which life assurance might 
with conspicuous advantage be more widely adoj ated. 
Annuity business reached its peak in 1935, 5, athens 
in the following year the volume transacted was very 
large, and in the current year there is not likely to be any 
marked falling off if, indeed, there is any diminution at all. 
Act oodles to reports from the companies specialising in 
annuities the demand has been well up to the average 
of the last few vears, which is indicative of the curtailed 
investment facilities confronting people of limited means. 
In view of the inability of such people to obtain from 
their small investments an income adequate for the pur- 
poscs of their livelihood, it is fortunate for the common- 
weal that the life offices are able to step into the breach 
with annuities affording liberal income values at the 
more extended ages. Concurrent with the progress in 
industry a further considerable advance has been made 
in connection with group life and pension schemes, and 
it is especially noteworthy that among some of the 
more modern of these schemes which have been brought 
to fruition a practical solution of the problem attaching 
to the future welfare of employees’ widows has_ been 
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Iklsewhere in the many-sided spheres of the great 
usiness of insurance, activity during the present year 
hi is been characteristic of the usual experience, and there 
is no reason to suppose that the general outcome of the 
business encompassed will not prove as successful as 
may be hoped for by all the interests concerned. Unless 
fire losses in the two concluding months of the year 
are abnormally heavy the composite insurance companies’ 
profit ratios in their fire departments will bear favourable 
comparison With the corresponding figures for 1936. 
In Great Britain and licland tor the first ten months 
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of 1937 total direct losses cost {£8,071,000, which is 
£139,000 below the total loss for the same period of last 
year. This figure does not, of course, include conse- 
quential losses, in respect of which there are no data 
available from which to make an estimate. Cover for 
the latter type of loss is provided under special insurances, 
and the risk is of sufficient importance to justify a 
reminder to industrialists of the danger to which they 
are exposed through neglecting the essential safeguard 

In the United States fire insurance results have so 
far this year been much more satisfactory, the first nine 
months’ loss aggregate of {41,919,956 showing a decline 
of £2,075,237 as compared with the corresponding total 
for the same period of last year. When trade and 
industry are brisk it is a natural consequence for fire 
insurance business to expand, and it is therefore a 
reasonable assumption in this instance to anticipate 
a general increase in premium incomes, a factor which is 
essential to the success of the business, in conjunction 
with a downward tendency in the loss ratio. A _ brief 
reference would seem to be called for here to the subject 
of the non-covering of war risks on property, if only 
for the purpose oi clearing up a misunderstanding 
prevailing with regard to the insurance companies’ 
attitude in respect of this matter. As the chairman 
of the British Insurance Association has recently pointed 
out, the impression among the public that the companies 
have suddenly and arbitrarily decided to discontinue 
the cover of war risks on property is entirely unfounded. 
There is no material change in the position, which remains 
as it was from the earliest times. Generally, the com- 
panies have never undertaken insurance against war 
risk in this country, which they have not regarded as 
coming properly within the scope of their operations. 

[It isnot so easy to visualise the general outcome of 
operations in the Accident department of insurance with 
its multifarious risks, among which motor insurance 
nowadays occupies a very prominent position. In 1936 
the tari offices had a total motor insurance premium 


income of £23,410,030, of which 50-5 per cent. was 
absorbed by claims, and on balance the underwriting 
profit amounted to only £408,213; while the non-tariff 


offices with an aggregate premium income of £11,522,050, 
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of which 53°8 per cent. went in claims, showed a balance 
of profit over loss of £372,370. Obviously these profits 
represent very low ratios, and it is significant that out 
of 51 tariff companies 20 sustained actual losses on trading ; 
the non-tariff companies were more uniformly successful, 
only six out of 25 failing to show a profit. There is no 
doubt that the problems with which motor insurance 
comp anies are confronted have been intensified during 
the present year, This does not only apply to the subject 
of the steadily increasing compensation awards to third 
parties and the multiplic ation of accidents on the roads, 
and unless existing conditions are extensively alleviated, 
which appears to be extremely doubtful of accomplish- 
ment, there would seem to be no alternative but to 
impose upon insured motorists a higher scale of premium 
rates. Past experience has proved that the insurance 
companies are extremely loth to raise their rates, but 
in the best informed circles this course is deemed inevitable 
if the present policy benefits are to be continued. 

The general tendency of the composite companies’ 
accident departments is towards expansion and a conse- 
ae increase in premium incomes. Yet there are vast 
fields requiring still to be adequately covered in both 
third party and personal accident insurance, each of which 
risks in a variety of ways is of great urgency to business 
men and private individuals alike. So far, despite the 
educative endeavours of the insurance companies, the 
spread of personal accident insurance has been compara- 
tively small, presumably because the public generally 
does not realise the need for cover, or fails to appreciate 
the good value appertaining to a policy of this compre- 
hensive character. Other forms ot specialised insurance, 

ich as aviation insurance and credit insurance, in which 
the composite offices are taking a co-operative part, are 
active and progressive in their operation, and there is a 
widening scope for successful exploitation in both direc- 
tions. indeed, in no branch of insurance is there a 
possibility of saturation point being reached, although in 
his recent grag gece: address to the Insurance Institute 

f London, Mr. A. G. Sweet said of marine insurance that 
it appeared to have little room for further substantial 
expansion, adding, however, “if in the years to come 
there be a greater recognition by nations oi their essential 
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inter-dependence, international trade will no doubt 
develop even more than it has during the past generation, 
with consequent advantages to marine underwriters.’ 
There has been a considerable increase in tonnage 
losses during the last three years. Tor the first nine 
months in each year these losses have risen from 168,727 


oF =F 
tons gross in 1935 to 210,323 tons gross in 1936, and 
further to 268,899 tons gross in 1937. Under the basis 


of the new hull agreement requiring an increase of 30 per 
cent. in value or rate on renewals, the underwriting 
losses for the first nine months of this year would amount 
to £3,495,687, which is £806,687 more than would have 
been sustained under the 1936 basis of tonnage values. 
Against this less has to be set ofi the extra premium 
earned on the increased values, but the above figures 
illustrate the effect of those values on total loss settle- 
ments. Enlightened opinion suggests that Marine Ac- 
counts for 1937 will be less favourable than those for 
1930 

_ The question of the value of insurance shares as 
investments is of very great importance to a large body 
of investors, and a brief review of the present position 
and outlook may serve a useful purpose. Although 
present-day investors cannot hope to emulate the 
spectacular achievements of past years in connection 
with high yields and abnormal capital appreciation, the 
market still holds out definite attractions which having 
regard to general investment conditions are especially 
worthy of consideration. During the memorable slump 
vear of 1931 the aggregate capital value of insurance 
shares fell by £61,073,208 to £194,588,450. In the next 
five _ values appreciated steadily until at the end 
of 1936 they had reached the high t« tal of £359,813,267 
less then {5,000,000 short oi the high record feure 
attained in August of that year—representing an advance 
of no less than £165,224,517. Thus firm investors who 
entered the market at the close of the slump period had 
the dual advantage of reaping on paper very substantial 
profits and obtaining a remunerative yield on_ their 
capital. 

The market in insurance shares, in common with other 

sections of the Stock Exchange, has been adversely 
atiected during the earlier part of the current year by the 
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disturbing trend of political and warlike affairs in Europe 
and the Far East, and in the first eight months the 
decline in capital values amounted to £36,776,036, but 
in the succeeding two months there was a recovery 
of £7,568,003, and the market has since continued to 
display a firm tendency. There is no doubt that last 
year prices attained too high a level as judged by vields 
but at _— prices there is a better choice of yields 
ranging from about 37 per cent. to upwards oi 5 per cent. 
[his vear has witne ssed the declaration of nine increased 
insurance dividends and not a single reduction. As 
permanent investments insurance shares have the in- 
estimable merit of stability of alg with sound security, 
and more than a possibility of capital appreciation. 
I am not, of course, unmindiul ot shen new embargo placed 
upon the composite companies in respect of the N.D.C. 
tax on investment interest, but in view of the fact that 
increasing reserves are constantly ploughed back into 
the business these companies should not apparently 
find any difficulty in making up from their substantial 
underwriting profits the difference, if any, required to 
maintain the standard of current dividends. 


THE following letter has been received from Mr. J. G. 
Baker, the Secretary of the British Insurance Associa- 
tion : 

Dear Sir, 

\With reference to the comments on life assurance in the 
article on “‘ Insurance and the National Defence Contribu- 
tion ’’ which appeared in your September issue, it is hoped 
that the following points may be of interest to your 
readei 

A mutual life assurance company pays income tax on 
the interest it receives, subject to an allowance in respect 
of expenses and to some adjustment in respect of the 
interest on its annuity fund—if it does annuity business. 
The amount of tax such a mutual company pays is, in 
a far in excess of any profit that may be 

vailable for distribution among its policy-holders. Ina 
where 1 society all the profits go to the policy-holders who 
have themselves provided these profits. When we come 
to the National Defence Contribution as there were no 
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profits outside the group of policy-holders there was 
nothing assessable to the contribution. 

Turning now to the proprietary life assurance com- 
panies, these companies are taxed in the same way as 
mutual companies, so far as income tax is concerned, and 
as regards the National Defence Contribution a large 
proportion of the profits, usually go or 95 per cent., goes to 
the policy-holders themselves, and these companies are 
therefore mutual to this extent. Consequently the only 
amount assessable to the National Defence Contribution 
is such part of the profits as is allocated to shareholders, 
namely 5 or 10 per cent. of the divisible profits. 

The life fund of a composite company doing various 
classes of business is treated in the same wav as a pro- 
prietary life company doing no other business. 

Yours faithfully, 
J. G. BAKER. 


‘naan 
Mr. C. E. ter Meulen 


WE regret to record the death at the age of 70 
of the Dutch banker, Mr. ©. E. ter Meulen, who died 
on November 14th as a result of injuries he received 
in a motoring accident a few days previously. Mr. ter 
Meulen was senior partner of Hope & Co., one of the 
most famous banking houses on the Continent with 
important international connections. Mr. ter Meulen was 
also a member of the Financial Committee of the League 
of Nations from its inception in i920 until his resignation 
a few months ago, and he will be remembered as the 
originator of the ter Meulen plan for extending 
international credits to countries which had been im- 
poverished by the War. He was one of the trustees 
of the League loan to Hungary and also of the Danzig 
loan. When Germany announced the transfer mora- 
torium in 1933, Mr. ter Meulen represented Dutch 
banking interests at the various conferences held. 


Mr. Andrew Williamson 
WE have also to record the death on October 25 of 
Mr. Andrew Williamson, Chairman of the English, 
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Scottish and Australian Bank, at the age of 84. Mr. 
Williamson was well-known and highly respected in the 
City, and ranked among the leading authorities on 
Australian affairs. He was educated at the Glasgow 
Academy, and also privately before going on to G lasgow 
University. He gained his early business experience in 
Glasgow, Manchester and Calcutta, and later visited 
Australia and New Zealand. On his return to Glasgow 
he entered into partnership with Mr. D. Johnstone Smith, 
a chartered accountant. He was elected a member of 
the Glasgow Institute of Chartered Accountants in 1889, 
and four years later he left Glasgow to open the London 
office of his chartered accountancy business, Smith and 
Williamson. He soon became associated with a number 
of Australian undertakings and in 1918 joined the 
Board of the English, Scottish and Australian Bank. 
On the retirement of the Chairman, Mr. Charles J. Hegan, 
in 1920, Mr. Williamson succeeded him and filled the 
post with distinction. Until recently Mr. Williamson 
was also Chairman of the Australian Estates and Mortgage 
Company—now known as the Australian Estates Com- 
pany, and his other directorships included those of the 
British Match Corporation, the Midland Railway Company 
of Western Australia and the Sulphide Corporation. 
He had also been a member of the British Australasian 
Society from the time of its formation, and was one of 
its Vice-Presidents for several years. He took a prominent 
part in most matters of friendly controversy between 
England and Australia on financial and commercial 
matters, although his activities were by no means con- 
fined to Australian matters, and he paid repeated visits 
to America on behalf of English companies. 





Appointments and Ketirements 


Bank of France 

M. Breart de Boisanger has been appointed Vice- 
Governor of the Bank of France in the place of M. Guiraud, 
who has been made Honorary Governor. 


Barclays Bank (D.C. & O.) 

Mr. Arthur Bevington Gillett has been elected a Vice- 
Chairman of the Board of Barclays Bank (Dominion, 
Colonial and Overseas). 
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British Linen Bank 

Mr. William R. McCaig, Joint Agent at Stanraer 
Branch, has retired from his position at the British Linen 
Bank aiter long and faithful service. Mr. William 
McCamon, the remaining Joint Agent, has been appointed 
sole Agent at the Branch. 


British Overseas Bank 
Mr. Duncan A. Stirling has been appointed Deputy 
Chairman of the British Overseas Bank. 


English, Scottish and Australian Bank 

Mr. Sidney Marr Ward, Deputy Chairman of the 
Board of Directors of the English Scottish and Australian 
Bank, Ltd., has been elected Chairman in place of the late 
Mr. Andrew Williamson. 


Grindlay & Co. 

Sir Austin Low has retired from the position of 
Chairman of the banking firm of Grindlay & Co. Sir 
Austin has been in the firm for 60 years, and is also the 
fourth principal since the foundation of the bank in 1828 
to remain in its service for 50 years or more. The family’s 
Sgr we with the bank dates back to 1845 when 

Austin’s father joined the firm. Sir Austin’s son, 
re Stuart Low, who has been with the bank since 
1g10, succeeds his father as Chairman. Sir Austin is 
remaining on the Board of Grindlay & Co., and is also 
retaining his directorships of the National Provincial 
Bank and the London Assurance 


Imperial Bank of Iran 

The Directors of the Imperial Bank of Iran have 
elected Lord Kennet of the Dene to a seat on the Board 
f the Bank. 


Martins Bank 

Mr. P. Wardle has been appointed Manager of the 
new branch of Martins Bank, which was opened in 
Northampton on November I. 


National Bank of Australasia 

Mr. Rodney Rouse Dangar of Sydney has been 
—_ to the Board of Advice in New South Wales 
of the National Bank of Australasia, to fill the vacancy 
created by the recent death ef Sir Colin Stephen. 
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National Bank of Scotland 

Mr. J. Gilbert Fleming, Agent at the Dundee Branch 
of the National Bank of Scotland has retired under the 
provisions of the pension scheme, atter long and highly 
valued service. Mr. Wiliam Craig Brown, hitherto 
Assistant Agent, succeeds Mr. Fleming as Agent, while 
Mr. William Todd Gilchrist, hitherto Accountant, has 
been appointed Assistant Agent. 


National City Bank of New York 

Mr. Henry A. Koelsch, cometant Vice-President of the 
National City Bank of New York, who has been supervisor 
of the Bank’s English branches for the past seven years, 
is returning to New York to take up duties at Head Office. 
His place here is being taken by Mr. K. W. Banta, 
_ tant Vice-President, who has recently arrived from 
New York. 


North of Scotland Bank 

Mr. James Watt, Agent at the Stonehaven Branch 
of the North of Scotland Bank has retired for reasons 
of health under the Bank’s pension scheme, after 38 years 
of valued service. Mr. Dugald Macdonald, Agent at 
Saltoun Square Branch, Fraserburgh, succeeds Mr. Watt 
at Stonehaven. 


American Banking 
By a Correspondent 


‘Tin recession in business and financial markets in 
the United States, which began in August, con- 
tinued during October with extraordinary rapidity. 

Stock prices by October 19, had reached a point more than 

40 per cent. beneath the highest level of the year, a 

recession equivale nt to about 75 per cent. of the two- -year 

rise that had started in March, 1935. On that day 
trading on the New York Stock Exchange reached 

7,300,000 shares, which was the largest for any day since 

July, 1933. F ollowing that ‘ selling climax,” a recovery 

ensured which lifted average prices by about 15 per 

cent., but the first week of a brought a resump- 
tion of the downward trend with numerous important 
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issues falling to new low levels and the average of prices 
receding almost to the previous lowest level. 

Although the Federal Reserve Board, effective on 
—_ ember I, ordered a decrease in minimum long margin 

requirements from 55 per cent. to 40 per cent. of market 

values, and instituted a minimum — requirement 
against short sales of 50 per cent., the effect of the move 
was negligible. Ample cash buying power exists. It is 
the will to buy that is absent. ° 

The explanation of this is to be found in the accumu- 
lating reports of deteriorating business, especially in the 
heavy industries. Average steel operations had fallen by 
the first week of November to little better than 41 per 
cent., compared with 85 per cent. the week before Labour 
Day and 92 per cent. earlier in the year. Evidence of 
curtailment of production, discharge of employees, and 
shortening of the working week came from many branches 
of industry. Railroad car loadings, having reached their 
seasonal peak early in October, fell below the level of 
a year ago later in that month. Retail trade continued 
fairly good but the general inference was that with indus- 
try slackening so rapidly it would not be long before 
consumers’ lines felt the pinch also. 

Although it was widely recognised that the remarkable 
intensity of the decline was due to sentimental factors, 
associated with the accumulated dissatisfaction of business 
leaders with the policies of the Roosevelt Administration, 
certain basic causes of the recession began to become 
apparent. 

Most important of these were the effects of the cessa- 
tion of government deficit financing. Although govern- 
ment expenditures have not been materiz ly reduced, 
(apart from the absence this year of any payment corres- 
ponding to the $3,000 millions soldiers’ bonus of a year 
ago) and although present estimates place the deficit in the 
current fiscal year at $695 millions, the government is no 
longer expanding credit and creating purchasing power. 
The reason for this is that it has available the receipts of 
taxes levied for social security and unemployment funds, 
which are expected to yield about $1,000 million. In 
theory these taxes go to make up a fund which is ultimate- 
ly to provide out of its income the money needed for old 
age pensions and unemployment relief. The fund, how- 
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ever, is to consist of government securities. In practice 
the Treasury takes in the revenue of social security taxes, 
places it in its common purse and spends it for its general 
needs while issuing to the social security fund special 
government bonds. 

Thus, in effect, the government’s entire expenditures 
are being met out of tax revenues and the deficit financing 
through the banks which has been the principal source of 
credit expansion in recent years has come to an end. 

This changed condition has suddenly revealed how 
largely the recovery of the past few years had been a 
product of government borrowing and spending. Private 
expansion has been extremely small and with the recession 
in the securities markets capital flotations have come to a 
complete halt. 

Additional factors contributing to the recession have 
included the too rapid advance in prices earlier in the 
year, which resulted in excessive forward buying, increase 
of inventories, and a maladjustment of costs and prices. 
When, under the influence of the repressive measures 
taken last Spring by the Administration, it became 
apparent that the rise in prices was being checked, buying 
ceased abruptly and a good many forward orders were can- 
celled. In the meantime the drastic defiation of commodity 
prices, which has more than wiped out all of the advance 
of last Spring has already corrected a good part of this 
situation and it does not appear that inventories are so 
excessive that they should not be worked off within a 
reasonable length of time. But the severity of the 
decline has established a deflationary psychology that is 
far more intense than was the boom psychology of the 
Spring and the prospect is that, unless means can be 
found by the government to reverse this situation the 
decline will continue of its own momentum long after its 
original causes have been eliminated. 

Under the circumstances the paramount question is, 
what programme will Mr. Roosevelt adopt to bring 
about a resumption of recovery? In general two 
opposing counsels are advanced. On the one hand he is 
being urged to abandon his present attempt to bring the 
budget into balance and to adopt a new programme of 
pump priming. The objections to such a course are fairly 
obvious. They involve the possibility that private 
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initiative may be still further discouraged, making the 

1ational economy still more dependent upon government- 
nated purchasing power, and leading ultimately to the 
choice between inflation or a postponed renewal of the 
attempt to balance the budget, with perhaps much worse 
results than those now accompanying the approach to a 
balance. 

The other course, which is being urged upon the 

President by his more conservative advisers and none too 
tactfully demanded of him by bankers, business men and 
most of the press, is to adhere to his present budget course 
and attempt to replace government spe nding by a 
stimulation of the capital market. Plainly this will not 
be easy at this stage, and will, at best, call for a very 
considerable retreat by the President from some parts of 
his social programme. There is evidence that, for the 
moment, he is leaning towards this course; but it may be 
doubted whether he yet realises how difficult it will prove 
and how great is the need for prompt action. Business 
and financial leaders are not making the matter any 
easier for,impressed apparently by the thought that thisis 
their great opportunity to persuade the administration of 
its follies, they are urging repeal of the capital gains and 
surplus profits taxes, modification of the social sec urity 
and labour programmes, amelioration of the public 
utility and securities markets reforms, and the abandon- 
ment of the proposed wages and hours bill. In all this 
they are making it extremely difficult for the administra- 
tion to follow their counsel and save their faces. 

The President is reported to be unconvinced that the 
situation is as serious as it is painted to him by his more 
conservative advisers and to be highly irritated at what he 
conceives to be attempts to force him along a reac tionary 
path in order to placate the financiers. What the outcome 
will be remains at the moment a matter of pure guess- 
work ; but it seems safe to assume that within a short time 
a decision will have to be reached for, lacking some positive 
action by the administration, the current deflation seems 
certain to feed upon itself. It is significant that at the 
moment, in contrast to the situation which obtained 
during the early years of the Great Depression, there is 
complete unanimity in the belief that government action 
is necessary to me id matters. The sc hool of “ let nature 


** 
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take its course’’ seems to have no adherents; but this, 
of course, is due to the fact that members of that school 
believe the current troubles to be entirely the product of 
eovernment interference and hence curable only by | 
government action. ; , 
The course of bank credit during October was oneof 
continued and accelerated deflation. The total of loans 
and investments of the reporting member banks of the 
lederal Reserve System in Io1 leading cities declined 
by $332 millions in the four weeks ended October 27, and 
showed a de _— of $823 millions compared wit] a year 
before. The largest part of the contraction was pal a 
fall of $271 millions in brokers’ loans, but the rise in 
commercial, industrial and agricultural loans came to a 
halt and a net fall of $30 millions in that item was shown 
for the month. With the heavy contraction in loans the / 
deflation in bank holdings of government securities ceased 
and a small rise in such investments was shown. The 
detailed figures are given below :— 
(In millions of dolla 
Increase or decrease 


since 
Uct. 27, sept. 29, Oct. 28, 
1937 1937 1930 
Demand deposits adjusted .. -- 14,804 60 536 
Deposits of foreign banks 492 aa 25 
Total loans and investments. . .. 21,694 332 823 
Commercial, industrial and agricultural 
loans on wa at re 4,750 30 * 
Loans to brokers and dealers in 
securities i ss 950 271 — 197 | 
U.S. Government’s direct and indirect 9,066 -32 —I1,465 
Other securities. . ioe nt - 2,946 — 42 — 319 
Reserves 4 ee a ed 5,404 - $4 + I4 
* Comparison not available. | 
Excess reserves of the member banks of the Reserve } 


System have continued at about $1,000 millions, with the 
excess of the New York City banks above $400 srg 
The prospect of considerable gold exports does not aftec 
this situation because exports up to about $1,300 millions 
can be met out of the inactive, or sterile, gold fund. 
The rumours of a possible further devaluation of the 
dollar which have been active in Europe, and which have 
contributed to the heavy withdrawals of European “ hot 





AMERICAN BANKING 229 


money’ from the United States have failed completely to 
create a sensation at home. Talk of this sort was first 
heard here months ago when the soi-disant Committee for 
the Nation, speculators in gold stocks and other interests 
who have always been aligned on the side of inflationary 
devices put forward the ‘ir 4 favourite nostrum as a cure for 
the recession. While, in view of the past unpredictable 
actions of President Roosevelt, no one would be willing to 
take oath that further devaluation is out of the question, 
there is literally no responsible sponsorship for such a 
move at this time, and belief is almost universal, even 
among those who favoured the earlier devaluation, that 
nothing could be gained by it. It is generally sup wees 
that the President himself is complete ly disillusioned with 
the efficacy of this device. 

As for the withdrawal of foreign short-term balances 
and the outflow of gold that has began to accompany it 
there is agreement on all sides that this development is a 
favourable one and can have no harmful effects so long as 
it is confined to “‘ hot money ” and does not involve a 
wholesale liquidation of American investments by foreign 
holders. 

The annual convention of the American Bankers 
Association which was held in Boston early in October was 
among the most curious gatherings of that body. Although 
the atmosphere of the meetings was saturated with the 
prevailing gloom over falling markets and declining 
business, the gathering concerned itself, almost exclusive- 
ly, with an internal political revolution in which the 
country bankers ousted the city bankers from control, and 
committed the Association to an uncompromising stand 
against inter-State branch banking and against any 
attempts to unify the existing American banking system. 
The state of business came in for scant mention and it was 
left to non-banking speakers to indulge the delegates in 
their desire to hear the Roosevelt Administration berated. 
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French Banking 
By M. Mitzakis 


INCE October the franc has experienced a remark- 

able degree of stability, remaining at about Frs. 147 

to the pound. Apart from a welcome improve- 
ment in the international political situation, the American 
scare, by causing a reflux of refugee funds, contributed 
towards strengthening the franc. It is probable that but 
for the active intervention by the Exchange Stabilisation 
fund, the franc would have appreciated to about 140. 
As matters stood, the Exchange Fund has materially 
replenished its reserves. 

The money market benefited to some extent by these 
circumstances, and money rates were distinctly lower, 
even though quotations were mainly nominal and the 
turnover limited. Bank rate was reduced from 3} per 
cent. to 3 per cent. on November 12, the rate on advances 
on securities from 43 to 4 per cent. and the rate on 
30-days’ advances on Government securities, maturing 
within two years, from 3} to 3 per age The day-to-day 
money rate consequently fell to 2 per cent. while the 
market rate of discount declined to 3} 1 cent. and the 
rate on loans on Bons de la Défense Nationale to 3 per 
cent. for one month and 3} per cent. for three months. 


End of Endof End of 


Aug. Sept. Oct. 
O/ 0/ 0/ 
° / /0 
Banque de France rediscount rate si 4 33 34 
Market rate of discount .. 5 in 4h 4 32 
Day-to-day money ‘ in ios 36 33 34 
Loans on Bons de la Dé fense Nationale — 
Market rate for one month 3% 34 3% 
Market rate for 3 months is if 4 3h 3¢ 
Rates on loans on securities : 
On the Parquet a i = 44 44 3 
On the Coulisse - si a Si 9} 8 


Nevertheless, the reduction of money rates was 
artificial, since the restoration of confidence was not 
sufficient to lead to enough dishoarding to justify such a 
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decline. Moreover, the persistent rise of internal prices 
absorbs the increased supplies of funds through the 
increase in the requirements for wages and raw material. 
It is difficult for an outside observer to understand the 
present anomalies of the French money market without 
allowing for the factor of prices. 

Since 1935, when the deflation pursued by M. Laval 
reached its limit, the rise in wholesale prices has been 
very formidable for French national products, and gives 
an idea of the repercussions upon the requirements of 
financing trade. ‘The following table shows the increase 
for national products and for imported goods, the basis 
being 1914 == 100 :— 


General Twenty- Sixteen 
average of nine impoi ted 
45 articles national products 

products 


Average for 1935 Be sa y 347 37 299 
1936 os ee ne 405 444 335 
January 1937 513 540 404 
April 1937 Me i Sea ia 533 555 487 
August 1937 591 604 507 
September 1937 oe ae fe 618 631 595 
October 1937 .. a os na orl O41 559 
Increase over 1935 os zd er 762% +71°3% +86°9% 


Although the rise in retail prices was slower than that 
of wholesale prices, it is gradually catching up with the 
latter's rise. The index for 34 household articles 
(1914 = 100) increased from 615 in August to 642 in 
September and 657 in October. Comparing the move- 
ment of retail prices in 13 countries, Professor M. F. 
Baudhuin pointed out that the increase was most pro- 
nounced in France during the 12 months ending Septem- 
ber 1937. It was 31 per cent. against 4 per cent. in the 
United States and 7 per cent. in Great Britain. Nor are 
the figures of the cost of living any more comforting, 
since they show an incessant rise since the third quarter 
of 1935. The index number (1914 = 100) for the cost of 
living of a workman's family of four increased from 469 
in the third quarter of 1935 to 478 for the last quarter of 
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that year. The quarterly index numbers for 1936 were 
(86, 497, 540 and 581. At the end of October 1937 the 
index number was 630. Even this latest index does not 
adequately indicate the depreciation of the franc in 
relation to the gold exchanges. 
lhese official figures show better than anything else 
the first results of a year of Socialist inflationary experi- 
ence, of which the 4o-hour week has been the most 
disturbing manifestation. The industrial enterprises, dis- 
organised in the hours and rhythm of their production, 
forced by collective contracts to revise wages and prices 
at frequent intery als, and burdened by growing taxation, 
| not so far bee n able to resist this experience, which 
was accompa inied by permanent monetary uncertainty. 
The political congresses held during October and Novem- 
ber endeavoured to re-create an atmosphere of national 


End of Endof End of 
Aug. Sept. Oct 





(in millions of francs) 


ASSETS 

Gold Reserve ; ‘ a a 53,717 55,805 55,805 
Foreign Exchange reserve (total) Ns 8g6 806 945 

sight és wi wa i 7 15 13 IS 

rime - ‘is ns av bia S81 793 q26 
Di counts (total ie — a% 5,186 10,057 10,510 
Advances on bi illion rv i ae eo —_ re 
Advances on securities 3945 4,175 3,710 
Advances up to 30 days .. ‘i is 1,142 1,340 483 
Bonds of the Caisse Autonome .. a 5,037 5,037 5,037 
Provisional advances to the State— 

(a) Re gularisation of previous advances 12,118 12,098 12,098 

(b) New advances ~~ a re 10,000 10,000 10,000 
New vivances, 1937 ws a a> 3,900 3,900 4,820 

LIABILITIES. 
Note circul ition .. int 90,001 91,369 = 91,336 
Current and deposit accounts (tot tal). 17,119 18,236 17,320 
of which— 

Treasury = ‘ iii = 99 59 181 

Caisse Autonome hua in ad 2,155 2,292 2,406 

Private Accounts _ ma sg us 14,720 15,785 14,531 
Total of sight liabilities .. ss a 107,I2I 109g, 606 108 662 


Percentage of gold cover a7 . 52-01% §0°91% 51-30% 
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The return of the Bank of France has shown no sub- 
stantial modifications during the past two months. The 
reason for this relative stability of its figures lie s in the 
fact that they do not include the accounts of the Exc change 
Stabilisation Fund. It is known, nevertheless, that 
thanks to the favourable change in the tendency of the 
franc, the Stabilisation Fund has been able to recover a 
substantial amount of foreign exchange which it had 
previously lost, especially after September to. It is 
because of the increase of their foreign exchange and gold 
stock that the authorities decided to reimburse the 
Krench railways’ sterling credit of {40 millions in six 
instalments, maturing between December 2 and Decem- 
ber 26, 1937 

The French Treasury, in addition to meeting 


I*rs. 5-3 milliards of 43 per cent. Treasury bonds of IgI4, 
will hav e to repay nearly Frs. 6 milliards on account of 
the London credit concluded in February 1937. While it 


is gratifying to see a reduction of external abilities, it 
remains to be seen whether the repayment of £40 millions 
will weaken the Stabilisation Fund, and whether it would 
not have been better in the interest of international 
monetary co-operation to renew the credit. 

In the sphere of public finance, the struggle to balance 
the budget for 1938 will continue. Before the resumption 
of the session of Parliament, the Chamber Finance 
Committee examined the Government’s budget proposals. 
M. Chautemps stated on that occasion that expenditure 
estimates had been raised by 20 per cent. compared 
with 1937, and by 35 per cent. compare -d with 1936. He 
warned them against any additional increase of expen- 
diture through granting higher wages or salaries or 
pensions to Gov ernment employees. For their purposes, 
only the surplus of the ordinary budget, amounting to 
Frs. 1,300 millions, is available. M. Bonnet gave the 
committee an account of the fiscal effort required. New 
taxation will amount to more than Frs. 8 milliards. As 
for external expenditure outside the ordinary budget for 
the requirements of national defence, it will amount in 
1938 to Frs. 11,260 millions, an increase of Irs. 1,800 
millions over 1937. In order to allay exaggerated pessi- 
mism, M. Bonnet emphasised that, notwithst: anding the 
heavy burden on the Treasury, there was no need to use 
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the newly-arranged advance of Frs. 15 milliards with the 
Bank of France beyond the extent of Frs. 5 milliards. 
Chis would leave an unused balance of about Frs. Io 
milliards after the repayment of the London credit. 
Considering that the Treasury issues for 1938 will not 
exceed Frs. 15 milliards, M. Bonnet hopes to be able to 
raise it by normal borrowing. Nevertheless, he empha- 
sised the vulnerability of the situation and the necessity 
lor continuing the political armistice in order to be able 
to increase production. On the eve of the reassembly of 
the two chambers, it remains to be seen whether Parlia- 
ment will listen to the voice of reason. 


German Banking 
By a Correspondent 


HERE was no outstanding feature in the develop- 
ment of German credit conditions during the past 
month. The volume of lending by the Reichsbank 
and the size of the note issue continue to be above last 
vear's level, but recently there has been a tendency 
towards a contraction. At the present stage of economic 
activity, this is hardly surprising, but it would be pre- 
mature to form a definite opinion about the tendency. 
The reduction of the amount of outstanding loans of the 
Keichsbank in October was larger than a year ago. In 
accordance with the tendency of previous years, the 
increase of lendings at the end of the month was larger 
than last year, amounting to Km. 765 millions against 
Km. 554 millions at the end of October, 1936. The total 
amount of loans of the Reichsbank was Rm. 5,628 
millions at the end of October against Rm. 5,642 millions 
the end of September and Rm. 5,021 millions a year 
ago. The note circulation, at Rm. 7,286 millions, reached 
new high record. This compared with Rm. 7,265 
millions at the end of September, and Rm. 6,712 millions 
at the end of October, 1936. Possibly the seasonal factor 
was stronger this vear than last. 
Alter the contraction during the previous months, the 
German Gold Discount Bank showed, for October, an 
crease in the outstanding amount of its promissory 
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notes, which advanced from Rm. 513 millions to Rm. 604 
millions, having reached nearly Rm. 800 millions before 
the end of the month. During November the improve- 
ment in conditions in the money market made it possible 
to increase the issue further. In spite of the favourable 
developments in the money market, the view is held that 
there is no likelihood of another consolidation loan of the 
Government this year. Whether the issue of other loans 
will be permitted is also doubtful. 

The Conversion Office for German external debts 
shows an increase of its liabilities in October from 
Km. 600-8 millions to Rm. 614-6 millions. The major 
part of the increase was due to the issue of 3 per cent. 
dollar scrips, the total of which is now Rm. 70:26 
millions against Rm. 63-97 millions at the end of Septem- 
ber. The amount of 4 per cent. sterling scrips also 
increased from Rm. 85-13 millions to Rm. 89-04 millions. 
Book debts declined, on the other hand, from Rm. 311 
millions to Rm. 307 millions. The Conversion Office 
repurchased some of the 3 per cent. Funding Bonds for 
the requirements of the sinking fund. 

The monthly return of the German banks for Septem- 
ber showed a marked increase in loans and advances 
after the moderate increase of the previous months, but 
the tendency is still not uniform and it does not indicate 
an all-round increase of lending. It remains to be seen 
whether the tendency will turn, since the factors making 
for increased borrowing from the banks are as yet 
undecided. There is an impression, however, that the 
credit requirements of industries are on the increase, 
partly in connection with the capital expenditure due to 
the Four Years’ Plan. The amount of debtors increased 
for the five big Berlin banks by Rm. 93 millions in 
September, against Rm. 7 millions in August. For all 
banks the increase was Km. 142 millions against Km. 2 
millions in August. Investments declined as a result of 
the liquidations of holdings of Government loans. Out- 
side resources also declined, and since it was necessary 
to provide large funds for interest payments, the bill 
portfolios had to be reduced. The reduction was 
Rm. 144 millions for the leading Berlin banks, and 
Rm. 221 millions for all the banks. Comparatively short 
bills were, on the whole, sold, so that the proportion of 
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bills maturing within more than three months increased 
from 23-9 per cent. to 26-6 per cent. 

In spite of the high degree of isolation, the German 
bourse was unable to escape the downward trend in the 
international Stock Exchanges. This was due in part to 
sales on account of holders of blocked marks, but sales 
by large investors for the purpose of raising funds must 
also have played a certain part. However, the resistance 
of the German bourse was much stronger than that of 
the Stock Exchanges abroad, and this is not only the 
consequence of technical circumstances but is also due to 
the more restricted extent to which trade is exposed to 
cyclic fluctuations. 


International Banking Review 
SWITZERLAND. 

N order to discourage the influx of “ hot money,” 
I the Swiss National Bank has come to an agreement 

with the Swiss Banks by virtue of which no interest 
will henceforth be paid on foreign sight or short-term 
deposits. New foreign balances will be accepted only in 
the form of time deposits of at least three months. A 
commission of I per cent. will be charged on deposits 
for periods of less than six months. Interest will be 
paid only if the funds are deposited for a period of at 
least nine months. These measures are directed especially 
against refugee money, and in order that ordinary 
banking and commercial transactions with foreign clients 
shall not suffer through the restrictions, certain excep- 
tions will be made. It has also been decided that Swiss 
banks shall no longer accept any Swiss paper money from 
foreign holders for the purpose of keeping it in their 
safes. 

These measures were considered necessary owing to 
the increase of refugee funds in Switzerland during the 
last few months. Large amounts were transferred to 
Switzerland, especially from France and Belgium. Al- 
though no official statistics are available, the total of 
refugee money in Switzerland is estimated at well over 
one milliard Swiss francs. One of the disadvantages of 
the influx was that, owing to the plethora of money, it 
became tempting to lend the funds abroad in spite of 
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the unfavourable experience in Central Europe. Some 
time ago a credit of 60 million Swiss francs was granted 
to the Italian Government, secured by certain Italian 
participations in Swiss undertakings. More recently 

1 loan of 200 million Swiss francs was granted to the 
French national railways. In the absence of investment 
facilities with a good yield this issue met with a favour- 
able response, but it gave rise to strong criticism of such 
operations. A memorandum of protest, signed by 
30 Swiss deputies has been submitted to the Federal 
Council. 

HOLLAND 


The embargo on foreign loans in Amsterdam, which 
was relaxed considerably at the end of June, has again 
been applied with full force. On June 29 an official 
announcement was made concerning the more flexible 
application of the embargo on foreign issues. As a 
matter of principle, the issues of foreign companies, 
institutions or public bodies were to be admitted if 
existing securities issued by them were already dealt in 
on the Amsterdam bourse. This decision was taken 
owing to the superabundance of funds in the Amsterdam 
market, as a result of which it became almost impossible 
to find employ ment for capital at remunerative yields. 
It was found, however, that as a result of the relaxation 
of the embargo, the Government did not easily carry 
out the Netherlands East Indies financing operations. 
It is in order to prepare the ground for the placing of 
the 3 per cent. conversion loan that the embargo was 
re-introduced once more in full strength. 

SWEDEN 

The steadily growing liquidity of the Swedish money 
market and the unproportionately large volume of the 
joint-stock banks’ idle funds on which they have to pay 
interest to their customers have induced the banks to 
abolish completely interest payment on certain cate- 
gories of sight deposits and to reduce rates on others. 
The reduction scheme is still under consideration but 
will probably be adopted in the near future. This 
measure has in view particularly the time, when profits 
on industrial investments and from commission on 
various banking operations, particularly loan conversions, 
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will be less abundant than during the current year. The 
lack of suitable investment opportunities has become, if 
possible, still more embarrassing and the 4 per cent. City 
of Oslo loan of nom. Kr. 14 millions. issued at ror} per 
cent., was oversubscribed within a quarter of an hour. 

The aggregate “cash and at Bank of Sweden” 
holdings of the joint-stock banks recorded in October 
a new rise, which has now become almost traditional, 
and reached a new top record of Kr. 876 millions, of 
which no less than Kr. 730 miilions consist in un- 
remunerative deposits at the Bank of Sweden, a position 
which explains the planned interest reduction on deposits. 
During the month under review there occurred a deposit 
increase of Kr. 30 millions to a total of Kr. 4,213 millions, 
which is largely due to proceeds from exports. The 
corresponding deposit total in 1936 was Kr. 3,864 
millions or Kr. 349 millions less than at present. For- 
tunately there occurred even this month an increase in 
advances amounting to Kr. 19 millions, which brought 
the total advance figure to Kr. 4,096 millions. Mortgage 
loans account for the bulk of the increase whereas the 
bill portfolio remained unchanged. It seems as if under 
prevailing conditions building owners prefer to get their 
mortgage loans from the commercial banks instead of 
binding themselves by long-term liabilities with the 
mortgage banks. 

During October the Bank of Sweden increased her 
gold reserve in her own vaults by Kr. 1 million to Kr. 469 
millions, while gold held abroad remained at Kr. 68 
millions. The other assets of the Bank show only 
unimportant changes. The aggregate net foreign assets 
of the Bank of Sweden and the joint-stock banks have 
continued their upward trend and stood at Kr. 1,028 
millions at the end of October. 


BELGIUM 

In order to give a free hand to the judicial authorities 
engaged in the investigation of the charges raised against 
the National Bank of Belgium, M. Paul van Zeeland 
resigned the premiership. At the same time M. Louis 
i'ranck, Governor of the National Bank, has, at his own 
request, been granted three months’ leave of absence. 
As at the end of that period he will have reached 
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the age limit, it is possible that he will then retire 
altogether. M. George Janssen, the recently-appointed 
deputy -Governor, will for the present act as Governor. 
It is believed that M. van Zeeland, after clearing his 
name of the charges in connection with the National 
Bank affair, will not return to politics but will become 
Governor of the National Bank. 

The result of M. van Zeeland’s resignation was a 
heavy flight of capital from Belgium. The National 
Bank’s gold reserve declined substantially, although a 
large part of the withdrawals was covered out of the 
unpublished secret reserves. After an acute crisis of about 
a week, the flight abated owing to the dollar scare. 


PORTUGAL 

The Banco Espirito Santo and the Banco Commer- 
ciale de Lisboa have made arrangements for amalgama- 
tion. The name of the new bank will be Banco E spirito 
Santo e Commericale de Lisboa, and will have a capital 
of 14,400,000 escudos. The Banco Espirito Santo 
acquired some time ago a large holding of the shares in 
the Banco Commerciale in preparation for the amal- 
gamation. 

In order to convert its coins into bar gold, so as to 
benefit by the premium on coins, the Bank of Portugal 
sent its holding of sovereigns to London. Details of the 
decree removing the exchange restrictions are now 
available. Exchange dealings will still be confined to 
the banks specially authorised to transact foreign ex- 
change business, but the export of capital has become 
free. There is no longer any need for exporters to 
surrender any part of the proceeds of their exports. All 
legal proceeding taken in connection with the violation 
of exchange restrictions are cancelled. 


ROUMANIA 

The Banque de Crédit Roumain, one of the largest 
Roumanian commercial banks, which until now has been 
under the joint control of the Banque de Paris et des 
Pays Bas and the Austrian Creditanstalt, has now 
come under the control of a Roumanian group, which 
acquired from foreign hands an important block ol 
shares. As a result of this acquisition, this group, headed 
by the Mica Oil Mining Co., will now own more than 
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50 per cent. of the Bank’s shares. It is believed, however, 
that the new pte has entered into a voting agreement 
with the foreign banks, so that indirectly the latter still 
control the institution. The arrangement is believed to 
have been made to meet increasing pressure in favour of 
the elimination of foreign participation in Roumanian 
banks. 
BRAZIL 

Under the new Brazilian constitution, introduced by 
President Vargas, foreign banks and insurance com- 
panies will have to come under Brazilian ownership. 
The foreign houses operating in Brazil are allowed a 
time limit to align themselves with the new law. 
Arrangements have been made for the removal of 
exchange restrictions in Brazil. Until now the position 
has been that exporters were allowed to sell in the 
market 65 per cent. of the proceeds of their exports, 
but had to surrender the rest to the Bank of Brazil, at 
the official exchange rate. There were also restrictions 
upon the acquisition of exchange by importers, and upon 
the transfer of account of interest and dividends. It is 
believed that the Government expects to be able to do 
without exchange restrictions as a result of the suspen- 
sion of the debt service and the reduction of the export 
tax on coffee, which is calculated to stimulate exports. 


Books 


THE Economic PoLicy oF FRANCE. By the Hon. 
GEORGE PEEL. (London, 1937: Macmillan & Co. 
Price 8s. 6d. net.) 

THE author, who has for some time followed with 
particular interest French financial developments, gives 
an interesting survey of the economic and _ financial 
history of France, together with a political background. 
His chapter on the Bank of France is partic ularly in- 
teresting. It gives a summary of the series of articles 
by M. Moreau, a former Governor of the Bank of France, 
in the Revue des Deux Mondes, material which has 
hitherto received but little public ity in this country. 
In his concluding chapter he lays stress upon the im- 
portance of the budgetary deficit as the main factor 
making for distrust. The author is realistic enough to 
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point out that the extraordinary budget covering re- 
armament and public works expenditure cannot be 
expected to be balanced out of taxation, but that it is 
possible and necessary that the ordinary budget should 
be balanced. The book is decidedly worth reading for 
anyone concerned with the position and prospects of 
rance. 
MonEY PowERS OF EvuROPE. By PAuLt H. EMDEN 
(London, 1937: Sampson Low; Marston & Co. 
Price 15s. net.) 

Tuts substantial volume contains a large number of 
independent chapters dealing with the history of out- 
standing bankers, banking families and banking institu- 
tions in various periods of the nineteenth and twentieth 
centuries. It is a useful book, both for those keen on 
short biographies and for reference purposes, although it 
is not quite systematic enough to be regarded as a 
standard work of reference. Some of the portraits 
drawn are convincing, but generally speaking the author’s 
facts are more dependable than his opinions. For 
instance, nobody acquainted with Mr. McKenna’s policy 
would accept Mr. Emden’s description of him as being 
essentially conservative in his attitude towards new 
ideas. 





MODERN MONEY. 3y Myra Curtis and HuGuH 
TOWNSHEND. (London, 1937: George G. Harrap 
& Co., Ltd. Price 7s. 6d. net.) 

TuHIs is another of the innumerable attempts to 
produce a textbook on money for the use of the man in 
the street. To a large extent this book is suitable for 
that purpose. The authors have separated the inevit- 
able technical material from the general text by publish- 
ing an Appendix after each chapter. They do not aim 
at propagating any original theories, but go a long way 
towards making the ideas of economists such as Mr. 
Keynes more intelligible to the layman. 

BILLs, BULLION AND THE LONDON MONEY MARKET. 
By W. K. Duke. (London, 1937: Sir Isaac 
Pitman & Sons. Price 5s. net.) 

THE predominant part of this small volume deals 
with the London money market, and this section follows 











a 


24.0 THE BANKER 


the traditional lines, although it contains some original 
ideas and methods of approach. It compares unfavour- 
ably, however, with M. Truptil’s well-known book on the 
subject. There are two brief chapters on the London 
eold and silver markets. The author gives some inter- 
esting information about the calculation of the American 
shipping parity. It is a pity he makes no mention of 
forward dealing in gold, which has been very important 
for some years. A minor inaccuracy is the statement 
that the embargo on dealings in coins was repealed in 
November, 1936. In fact it remained in existence until 
March, 1937. The concluding chapter gives some infor- 
mation about the technique of the Exchange Equalisation 
Account, although owing to its excessive brevity it 
hardly does more than touch the surface. 

/ 


ECONOMICS OF INFLATION. By Professor BRESCIANI- 
TurRRONI. (London, 1937 : George Allen & Unwin. 
Price 25s. net.) 

THIS is a valuable book for the student of economics, 
and may be regarded as one of the most thorough studies 
of the collapse of the German mark after the war. As 
Professor Robbins rightly remarks in his Foreword, we 
must not infer, however, that propositions which applied 
to large inflations necessarily apply without modifications 
to small inflations. If this is borne in mind, the book 
may safely be recommended as a deterrent from reckless 
finances. Although it contains much material which is 
beyond the range of the ordinary reader, there is a great hrs 
deal in it which the average banker can read with interest N 





and benefit to himself. 


) 
PUBLICATIONS RECEIVED. 
MONETARY POoLIcy AND ECONOMIC STABILISATION. By | 
ARTHUR D. GAYER. 2nd edition, revised. (London, 
1937): A. & C. Black. Price ros. 6d. net.) 
COMPANY ACCOUNTS AND BALANCE SHEETS. By 


MICHAEL Moore. 2nd edition. (London, 1937: 
Jordan & Sons. Price 5s. net.) 
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INCOME TAX EXPLAINED. By K. A. COLEs and JOHN 

MACDONALD. (London, 1937: Jordan & Sons. 
Price 5s. net.) 


DEATH DUTIES AND PROBATE PRacTIcE. By S. C. 
HovucH. (London, 1937: Sir Isaac Pitman & 
Sons. Price 7s. 6d. net.) 


REMAKING THE Boom. By Major L. L. B. ANGaAs. 
(New York, 1937: New Era Publishers. Price 
$1.50.) 

THE FIGHT FOR THE CHARTER. By NEIL STEWART. 
(London, 1937: Chapman & Hall. Price 6s. net.) 


PsyCHO-MONETARY EXPANSION. By CHRISTOPHER 
PLEYDELL-BOUVERIE. (London, 1937. Price 
Is. net.) 
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Some New Midland Bank 
Branches 


By Professor C. H. Reilly 
A GAIN when we come to the new branches of the 


Midland Bank we find the majority of them are 

by Messrs. Whinney Son & Austen Hall. Indeed 
this time the proportion is four out of five. Once again, 
too, one can say that these old and practised hands have 
produced excellent results of the kind the bank clearly 
likes, that is adaptions of the English Georgian tradition. 
[ notice in other work by these same architects, such as 
their Odeon cinemas along the south coast and their 
offices for various gas companies, they do not return as 
regularly to the eighteenth century for inspiration. 
Indeed for these they are content with the century in 
which they live. We may legitimately take it therefore 
that most of the responsibility for the pleasant anachron- 
isms we have before us is due to the likes or prejudices of 
the directors of the bank and not to those of their archi- 
tects. If allowed, the latter apparently would be willing 
to advance a couple of centuries in their work. It is very 
curious this prejudice of bankers against their own 
century and their preference for the one before the last. 
The most noticeable example is the great new building 
for the Bank of England which consciously aims at 
imitating on a gigantic scale an eighteenth century 
country house. Those were the instructions to the archi- 
tects. If therefore the Bank of England prefers this sort 
of fancy dress architecture it is no wonder that the other 
banks follow suit. It was not till I saw the photographs 
of and visited the new Westminster Foreign Bank’s 
branch in Paris, which lurks behind the early eighteenth 
century facade of the Place Vendéme, that I saw a first 
class English bank built in what one may call the con- 
temporary manner and taking full advantage of such 
materials as steel, ferro-concrete and glass and avoiding 
all ornament and the fallals of previous centuries. It was 
[ confess a very stimulating experience and exploded for 
me once and for all the contention that to be serious and 
dignified, as no doubt a bank building should be, it is 
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necessary to adopt some form of antique dress. This 
however is a digression. The Midland directors clearly 
are not of this opinion nor I must add are the West- 
minster directors in this country. Perhaps the latter did 
not quite realise what their clever French architect was 
doing for them, though I think they must now recognise 
the great advantages in construction and modern lighting 
methods achieved in that case, and hardly regret the 
absence of old fashioned ornament and decoration from 
their Paris branch however much they still cherish them 
at home. 

Let us begin the consideration of the four Whinney 
Son & Austen Hall branches with that of their big new 
one in Old Christchurch Road at Bournemouth. As we 
look at its long clean lines and plain wall surfaces we must 
admit at the outset that if the detail belongs to the 
eighteenth century it is here worn with a difference. The 
silk and brocaded gentlemen of that time would certainly 
have expected something a little richer and more rococco 
than this elegant structure. They would have been a 
little shoc ked by the absence of a main cornice with a 
decorated soffit to it and only to have an occasional 
window here and there with a rich head and the rest with 
not even a moulded architrave for protection would have 
seemed to them not a little parsimonious. To us living 
in an age which gene Tally places efficiency before elegance 

I say “ generally ’’ because one cannot forget the Bank 
of England—these restraints and omissions are to be 
placed on the credit side of the account. They certainly 
must make the average man of that very nineteenth 
century town, Bournemouth, feel that here is something 
clean and new if not “‘ modern ”’ in the sense in which he 
as a comfortable ventier would no doubt heartily dislike. 

Clearly the architects have had considerable difficulties 
to overcome with a large and important building on so 
narrow a site. How were they to make the most of its 
short frontage to the main street and how were they to 
overcome the difficulty of the steeply rising return street 
which would interfere with a range of ground floor 
windows on that side? I think they may be said to have 
overcome both these extremely well. By setting back 
at the corner at right angles instead of weakly chamfering 
off their building at forty-five degrees and making ihe 
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corner entrance still beloved of banks and public houses, 

they have appreciably strengthened and lengthened their 
narrow front in all but that direct view, so rarely seen 
save on an architect’s drawing, by the addition of two 
plain flanks running the full height of their main building. 
The front proper is then emphasised at its base and at 
its top by architectural features, the fine rusticated arch 
in the one case and the four columns and pediment in 
the other. No doubt the architects have been influenced 
in these features by the work of Sir Edwin Lutyens, but 
so have we all in our time and after all he himself imported 
them from Italy adding, as he and all artists do, a little 
f themselves in the process. 

The other problem of lighting the ground floor 
banking hall with the street rising against the windows, 
if windows were used, has been solved with equal clever- 
ness. The upper part of the building on this flank has 
been recessed so that the banking hall could be lit by top 
lights behind a plain wall and by clerestory windows. 
This not only solves the problem of the hill but greatly 
enhances the general composition by isolating a block of 
building, running up to where the main cornice would 
ordinarily be, to support the front block. These two main 
masses, the front one and the side one, then become a 
podium or base for the topmost mass with its columns 
and pediment in much the same way as all the lower 
storeys in the great Manchester branch were used by 
Sir Edwin Lutyens and this same firm of architects as 
a base for another building on top of them. That, 
indeed, seems to me the chief defect of this form of 
vertical composition. The topmost building, in this case 
the pavilion with its columns and pediment, is apt to 
look separate and merely standing upon the plain masses 
below. If one puts one’s hand over it in the photograph 
one sees that there is a complete and satisfactory building 
without it. Nevertheless this building is clearly a long 
way ahead of most contemporary bank buildings whether 
revived eighteenth century or not. It is because it is so 
elegant and with such well composed masses that I have 
devoted so much of my space to it. If it had been quite 
plain with no decorated heads to arbitrarily chosen 
windows and with no presumably caretaker’s quarters, 


treated like a temple in an eighteenth-century garden, 
=** 
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though placed on the roof, | venture to suggest it would be 
better still. I should like the directors of the Midland 
Bank to study some of this firm’s recent offices for gas 
companies, if not their cinemas, and see whether their 
work, when free of the trappings of past centuries, is not 
even better and more dignitied still. 


Dm en ee 


A.J 


ad 





srs. Whinney Son & Austen Hall 
THE STOURPORT BRANCH 

Their three other branches are pleasant exercises in 
the Wren-like manner they can now, I imagine, adapt 
to banking purposes with their eyes shut. Perhaps the 
Stourport branch is the best because the site has allowed 
side lighting and it has been possible to conceive the 
whole of the little front as a setting for a door and its 
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curved hood. As in other cases this firm has drawn with 
good effect a plain stone band across the building, a little 
below and isolated from the cornice, on which to plant 
the letters of the bank’s name. Another excellent little 
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PHE OSMASTON PARK ROAD BRANCH, DERBY 


touch is the way the low wing walls have been managed 
so that they have the appearance of protecting and 
isolating the building. The result is charming, as fancy 
dress often is, and it 1s so again in Osmaston Park Road 
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branch at Derby, though the door there cutting into one 
of the three windows and leaving it truncated is not very 
happy. The Stratford branch, the last this month by 
this firm, is another essay in the same manner with the 
Georgian windows used to the banking hall; in this case 
they are of the Venetian type generally used in the eigh- 
teenth century singly for a staircase or as a centre feature 





THE CHIGWELL BRANCH 


and not in a range as here. Brave men these architects ! 
I hope the bank does not feel this is too novel and modern 
an innovation. For the rest the building sufters from its 
corner entrance, and consequent chamfering off of a strip 
of it leaving the mass looking a little flat and squashed 
out as if the whole structure had been spread round the 
corner like so much butter. No doubt again the corner 
entrance was ordered from above. The men who composed 








O THE BANKER 


a 
~ 


41 


the Bournemouth branch we have been considering, and 
balanced the delicacies of the little Stourport one, would 
hardly of themselves have committed this tame thing, 
good as it is in detail and happy as | imagine it is with 
the general scale of Stratford buildings. What a contrast 
however to the great modern theatre standing across 
the meadows as a fort enshrining precious things! In 
comparison this little bank which I suppose does really 
hold a few material valuables, if not real ones like the 
theatre, looks like a very respectable dames’ school. On 
closer inspection, I see this branch is at Stratford-atte 
Bow, not Stratford-on-Avon. It hardly seems to matte 
then what happens there, if I remember the place rightly, 
though among its vulgarities this little bank must look 
more demure than ever. 

Our last example is Chigwell branch by another firm 
which looks very strange indeed. Perhaps some day it 
is to have several more storeys added on top, and what 
we see now Is merely the lower part of a much taller 
building at present cut off in mid-career. Then I could 
understand it. The windows of the first and second floors 
repeated several times more would then make a pattern 
Which would overwhelm the irregularities and different 
spacings of the ground floor ones. Now these merely 
fight a losing battle with the upper ones and the result 
can hardly be called a composition at all. 


.* In my last article I referred to Mr. Alexander N. 
Paterson, the well-known Scottish architect and Associate 
of the Royal Scottish Academy, as “ the late Mr. Pater- 


son. Iam glad to say Mr. Paterson is very much alive 
and naturally I regret my mistake. The comments on 
his building erected in Ig06 are another matter. The 


same remarks would apply to most buildings of that 
decade, my own included. In the light of to-day those 
pre-war years in the early part of this century and the 
work they produced seem now too full of shallow senti 
ment to be healthy. 
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CORRESPONDENT 
BANKS | 


A CENTURY’S accumulated experience and con- 





|| servative progress have qualified the Westminster Bank to 


offer its characteristic services as a London correspondent 





to foreign and colonial business establishments. 





ITS BRANCHES form a wide network extending over 
the whole country, and the services of the entire system 


are available to clients abroad, so that with a minimum 





of formality and delay, arrangements can be made for 





the payment of Drafts, Letters of Credit, or Cheques, in 





iny part of the British Isles. 





CONVERSELY, with a few unimportant exceptions, 





there is no country in the world possessing a marketable 


| currency in which the Westminster Bank does not main- 





tain current accounts, through which it can effect world- 





wide transfers of funds with the utmost dispatch. 








THE FOREIGN EXCHANGE DEPARTMENT 


|| is kept in direct touch with the market by means of a 





private telephone exchange of a highly modernized type, 





which ensures that no order or inquiry from abroad is 





held up on account of the congestion of business. 





BANKS OR MERCHANT HOUSES wishing to 
establish a London connexion are invited to communicate 


with the Manager 


WESTMINSTER 


LIMITED 


BANK 








Foreign Branch Office: 41 Lothbury, London, E.C. 
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Bank Meeting 





ROYAL BANK OF SCOTLAND | 
ANNUAL GENERAL COURT OF PROPRIETORS 
HIGHLY LIQUID POSITION MAINTAINED 
DUKE OF BUCCLEUCH’S SPEECH 


ial General Court of Proprietors DEPOSITS } 


] dent of \ s hel 
| Bank of Scotland, was held Our Deposits again show an increase of  ) 


urgh on 24th November, 





{2,800,000—which is equal to the increase v 
luke of Buccleuch, G.¢ O ‘ : 
of Buccleuch, G.C.V.O., chown in our last year’s Report— bringing - 
Govern ( he Banl yresidl tl 
rnor of t Bank, presiding the total up to {69,674,161 = 
His Grace said I presume it will be your j in 
i : : Notes in Circulation at £3,021,131 are 
pleasure that the Annual Report and Balance p 


: : . {91,000 higher than last year. The further 
Sheet, with the Auditors’ Report, which have cl 
. increase under this heading reflects the im- 





been in your hands for some days, shall be al 
provement in trade and employment 
taken as read ' ¢ 
Before coming to the ordinary business of \cceptances and Indorsements of Foreign pt 
this Meeting. I should like to refer with deep Bills and other Obligations at 44,226,203 
eret to the loss which the Bank sustained SOW an increase of approximately £700,000 B 
on roth July last in the death of Sir Arthur the Mmcrease reflecting in some measure our 
Wortey, Bt. CBE. who had been an Exits larger imports and the rise in commodity 1K 
ordinary Director since 1925. Sir Arthur Ptces and shipping freights | 
took a keen interest in the affairs of the Bank, 
lon many o isions we had the benefit of LIQUID RESOURCES AND 
his wide experience and shrewd judgment INVESTMENTS 
Le i WHEY SCNe af aut epee [he Assets side of the Balance Sheet 
lo fill the vacancy caused by the death of | provides ample evidence that the highly liquid 
Sir Arthur Worley the Directors elected Sir position of the Bank has been maintained D 
Walrond Arthur Frank Sinclair, K.B.E. as Cashon Hand and with the Bank of England 
Extraordinary Director. Sir Walrond is and other London Bankers, and Money 
known in industrial circles in the South. Call and Short Notice, et amount | 
He is a Director of our Associate Bank, /15,697,758—representing over 21 per cent [ ™ 
W s De 1's Bank, Limited, and it is’ of our liabilities to our depositors and to the tt 
itter of gratification to us that he was public in respect of our Note Issue a1 
ee ee Bills discounted at £3,883,250 show al 
[ now come to the figures of our Balance reduction, compared with last vear’s figures 
Sheet, from which it ll be seen that the of £231,000 \s you are aware, we include a] 
t n t less of the Bi under this heading our holdings of Britis! 
been well maintained during the year Government Treasury Bills amounting t 
$1,545,000 vhich is £490,000 less than 








) 
& 
show t year It will however be seen 
that vere holding in our Bill Portfolio 
it our Balance date £258,000 more of Com 


ner bills than we held a year ago 


Ou vestments in British Government 


1 Colonial Government Securities 





other Securities have declined by approxi 


I am sure you will agree 


mate! 1,200,000 
vith me when I say it is a matter for satis 
faction that in a year when our Deposits 
ave shown a substantial increase, we have 


Investments to meet the 


had to reduce our 


requests from our customers for Advances to 


issist them in their trading requirements 


would here mention that a large proportion 


f our British Government Securities 1s in 
Short- and Medium-dated Stocks, and that 
our Investments are valued at or under 


the Market prices ruling on the date of our 


ADVANCES 


When I addressed you from this Chair a 


avo I referred to the increase of 4625,000 





\dvances I also stated that indica 
that the 


in Our 


tions were not awanting internal 


industrial revival and the rise in commodity 


were influencing requests from our 


prices 


ustomers for Bank accommodation, and I 


im now pleased to report this year a further 


this im 


almost / $,000,000 1n 


expansion of 


portant side of our operations 


The increase is well spread throughout the 
Bank, but I should also add that it includes 
very 


amount of temporary 


substantial 
ommodation granted for the payment of 


state Duties 


The Profits for the year at /636,419—are 


Bad and 


Doubtful Debts have been fully provided for 


Following our usual practice, all 


\PPROPRIATIONS 
The Directors recommend that a Dividend 


the Half-Year, payable at Christmas, at 


e same rate as tormerly—-17 per cent. per 
nnum—be declared ind that the same 
appropriation as last vear V1Z 4 30,000, be 
ide to Pension Reserve kund, and that the 
ippropriation to Bank Buildings and Heri 
ble Vropert be increased trom 425,000 


5 


We have considered it advisable 


to £30,000 


to increase the allocation to our Premises 


Account having regard to the higher costs 


of reconstruction and repairs 
\fter there remains 


the sum of 494,445 


these appropriations 
which it is proposed to 
which now stands 


carry to Rest or Reserve 


it 44,035,016 


BUSINESS OF THE BANK 


It will be from the figures I have 
that the continues to 
and I am that our 
Williams Deacon’s Bank, Limited 


industrial 


seen 


submitted Bank 


progress, glad to say 


\ssociate 


is sharing in the English pros 


perity 


SCOTTISH INDUSTRY 


It is pleasing to be able to report good 


progress in Scottish Industry generally 


Coal, which depends so much on its 


Exports, experienced good conditions with 


better prices during the first six months of 
this year, but during the past two months 
less activity has 


branch of the 


prevailed in the Export 


Industry Fortunately, the 


home market continues good, largely due 


to the busy conditions in the heavy industries 


rhe Iron and Steel Industry is very busy, 
and in the Steel Trade the demand exceeds 


the output Furnaces are working at high 


pressure, and should continue to do so for 


some time to come in order to cope with 


the many orders on hand 


While prospects in the light castings branch 
of the industry still continue bright, a slight 


falling-otf during the past few weeks has 


been noticeable 


Manufacturing Engineers have benefited 


from Government orders, and contracts on 


hand are sufficient to keep works at full 


capacity for some months yet 


Shipbuilders have experienced a_ busy 


vear, and output is likely to be the highest 


lor the past six years lor a time in the 


earlier the vear work was slowed 


part of 


down owing to the difficulty in obtaining 
delivery of Steel, but that difficulty has now 
Yards that are 


in having Government Contracts are working 


disappeared Phe fortunate 


at high pressure, but it is, perhaps, dis 
ippointing that latterly few orders are 
being received for new Merchant tonnage 
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New Admiralty orders are, however, expected, 
and with a considerable amount of work in 
hand the outlook on the whole in the Ship- 
building Industry can be described as 
promising 

In Agriculture, the improvement reported 
last year has been maintained. This is 
largely due to higher prices for which the 
steadving influence of Marketing Schemes 
and other forms of assistance affecting certain 


commodities is partly responsible 


The Fishing Industry has gone from bad 
to worse, and it is to be hoped that steps will 
quickly be taken to alleviate the parlous 
condition into which this Industry has fallen 


IMPORTS AND EXPORTS 


It is with our Foreign Trade 
situation that I feel there is cause for appre- 
hension Our Imports are increasing ata 
much faster rate than our Exports. For the 
first ten months of this year our total Imports 
while Exports, including 


adverse 


regard to 


were 4535,000,000 


re-exports were 4£495,000,000—an 


balance of £340,000,000—which is £64,000,000 
more than in the corresponding period of 
last year. Therefore, on the basis of the 
last ten the excess of imports is 


running at an annual rate of 4 408,000,000 


months, 


and, comparing it with other years in which a 
heavy adverse balance has caused us anxiety, 
we find that in 1931, conditions were similar 
in so far that the financial effect of an 
unbalanced trade position was veiled by the 
which had transferred 
for safety 


been 
In that year the 


foreign money 
to this country 
excess of imports was under £407,000,000 
or just a little less than the figure to which 
the threatens to attain in 
the current year 

rhe 


was one of 


adverse balance 


balance 
National 


redressing of the adverse 


the tasks to which the 


Government directed its energies in 1931, 


and a notable improvement was brought 


the 


trade depression, so 


next few years despite 
that the 


the help of its invisible exports was again 


about within 


nation with 
living within its means 

But, to-day, making every allowance for 
the 
better shipping freights and better returns 


growth in invisible exports through 


from Overseas investments, it seems inevitable 
that this year will close with a deficit in our 


balance of Phat is not 


overseas payments 


a happy prospect and yet there seems to be 
a singular complacency regarding it 

Too great a degree of activity in interna] 
trade in default of a commensurate expansion 
of exports would be a dangerous develop- 
ment, but every assistance should be given 
to our Manufacturers and Exporters in their 
efforts to stimulate our Export Trade 
although it seems unlikely that exports under 
present conditions can rise sufficiently 


The expansion in imports began with the 
improvement in internal conditions, and 
when the necessary heavy demand for raw 
materials, arising from the rearmament pro- 
gramme, is added, the position, I feel, calls 
for caution. The nation cannot be told too 
plainly that 
necessitates sacrifices and that such sacrifices 
can be made by 
instead of spending money. The resultant 
contraction of personal expenditure would 


reduce unnecessary imports and contribute 


security against aggression 


advantageously saving 


to the restoration of a favourable balance in 
the 
payments 


national economy as regards overseas 


THANKS TO OFFICIALS AND STAFF 


I desire again to Mr. 
Whyte, the General Manager, the Directors’ 
appreciation of his unfailing energy and skil 


which have contributed so largely to anothe1 


once express to 


successful year’s working 


The thanks of the Directors are 
also due to the Assistant General Manager, 
to the Officials and Staff of the Bank 
Head Office, London, Glasgow and 
Offices, and the 
ungrudging and services 

rendered throughout the past year 


sincere 


and 
at the 
Dundee Branches, for the 


loyal they have 


APPROVAL OF ACCOUNTS 
DIVIDEND 


I now beg to propose that the Report, 
containing a Statement of the Accounts and 
Balance Sheet, be approved, and that out 
of the Profits of the year a Dividend at the rate 


of 17 per cent. per annum for the Half-year, 


under deduction of Tax, be declared in 
conformity therewith 
The Report was approved, and_ the 


Governor, Deputy-Governor, Extraordinary 


Directors, and the retiring Ordinary Director 
and Auditors were re- 


were re-elected 


appointed for the ensuing year 
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CANADA'S PROGRESSIVE 
LIFE OFFICE 


AGE 30 MALE 
IMMEDIATE COVER 
OF £1,000 


AT AGE 60 
OPTION OF CASH £1,544 
or LIFE INCOME £129 
these per annum payable 

monthly (all amounts 
figures guaranteed) 


Compare 


ANNUAL PREMIUM 
£35-10-0 


LIBERAL COMMISSION 
TERMS TO BROKERS AND 
WHOLE-TIME AGENTS 


For further in- 
formation apply 
to the Manager 
Ww. MALCOLM 
MUNGAVIN 


CROWN LIFE INSURANCE CO., 
Incorporated in Canada with Limited Liability) 


21-24 COCKSPUR STREET LONDON S.W. I 
Telephone: WHitehall 3552. Chief Office for the British !sles 








Established in 1869, 


the career of the 


LONDON & MANCHESTER 


ASSURANCE COMPANY, 


S/S LIMITED 


has been a record of progress and service. 
Such a record could only have been 
achieved by the Company giving the 
highest satisfaction to its policyholders. 
Its policies of life assurance are re- 
markable for their freedom from 
restrictions and conditions. The 
Company’s total funds exceed 
£18,000,000, having doubled dur- 
ing the last 9 years. A bonus 
averaging {2 3s.0d.°, has been 
added during the past I2 years 
to all Ordinary with-profit sums 
assured. 


— _— 





Chief Office: 


LONDON, 
E.C.2 


FINSBURY 
SQUARE 
























C paiiionn 
UNLT TRUST 


Trustees: 

MIDLAND BANK EXECUTOR 
& TRUSTEE CO., LTD. 
@ Brewery Units make it possible 
for the first time for both small and 
large investors to acquire a well- 
spread interest in brewery under- 

takings. 

@ Brewery dividends are more 
consistent over periods of years 
than those of almost any other 
industry and rank among the safest 
shares in the industrial market. 

@ The fact that Brewery and 
Distillery Shares are tightly held 
and in many cases difficult to ob- 





tain, makes the facilities offered 
by the Brewery Unit Trust of 
real value to the private investor. 
@ The Brewery Unit Trust has 
been formed in consonance with 
the Board of Trade Report on 
Unit Trusts. 

@ Price of Brewery Units 16 6d., 
as at 22/11/37. Estimated yield at 
this price based on cash dividends 
alone is 44% 


@ Comprehensive booklet about 
the Brewery Unit Trust which 
forms the basis of all transactions; 
is obtainable from any Bank 
or Stockbroker, or direct from the 
Managers. 





LONDON MANAGEMENT 
SECURITIES LTD. 
7, ANGEL COURT, 
THROGMORTON STREET. 
LONDON, E.C.2 


Telephone: Metropolitan 5614-7 
Telegrams: Lomansec Phone London © 











Largest Latvian 
Commercial Bank 


LATVIJAS KREDITBANKA 


Fully paid up stock on wi Ls. 40,000,000 
Head Office: Riga 


Branches: Daugavpils, Jelgava, Liepaja, Ventspils and Valmiera. 


Telegraphic address for head office and branches : 
“LATKREDITS ” 


PROMPT ATTENTION TO EVERY 
DESCRIPTION OF BANKING SERVICE 


SPECIALISED FOREIGN BANKING SERVICE. 
Exchange business transacted. 


Bills and shipping documents collected or negotiated 
subject to approval. 


Drafts issued, telegraph and mail remittances 
effected, also to U.S.S.R. 


Coupons collected. 


Current accounts opened and deposits received 
for fixed periods (interest-bearing also for 
foreigners). 


Letters of credit and commercial credits established. 


SAFE DEPOSIT FACILITIES. 


Strong rooms provided for the safe custody of 
securities and valuables of customers. 


Safekeeping of sealed packages. 


COMMERCIAL AND CREDIT INFORMATION TO CORRESPONDENTS 


AT BRITAIN BY EYRE AND SPOTTISWOODE LIMITED, HIS MAJESTY S PRINTERS, EAST HARDING STREET, 
AND PUBLISHED MONTHLY BY THE FINANCIAL NEWS LIMITED, 20 BISHOPSGATE, LONDOM, E.C.2 








